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HOW THE CONTROLLER CAN HELP REDUCE COSTS AND 
EXPENSES, MEET PROBLEMS OF PRICING 


These need special handling in a period of curtailment 


Paul E. Hamman 


LEGAL ASPECTS OF THE CONTROLLER’S POSITION 
What are his recognized duties and responsibilities by law ? 


Mayo A. Shattuck 


TO PAY OR NOT TO PAY DIVIDENDS 


Would new equity capital be attracted by liberalization? 


W. F. Stanley 


MAKING THE MOST OF YOUR CONTROLLERS CONFERENCE 


Some pointers on successful preparation and follow-up 


Wyman P. Fiske 


Plus— 


first full length book digest 


“FORECASTING FOR PROFITS” 


Southern Controllers Conference 
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The Chase as Transfer Agent 


For many years, the Stock Transfer Department of the Chase has served 
hundreds of corporations as transfer agent. It has proved to these 
corporations as well as to national security exchanges, investment dealers 
and stock brokers that it can be relied upon to furnish a consistently outstanding 
service, freeing the companies from a constant burden and responsibility. 
This performance has been made possible through the painstaking 
development of a highly trained and versatile staff qualified to 
handle all phases of transfer work. 
The fees for Chase stock transfer services and for its other agency services 
are moderate and usually much less than it would cost a corporation to 
maintain a department to do these jobs. 


Among the trust and agency services offered by the Chase are the following: 


Transfer agent of stock Registrar of stock 
Dividend disbursing agent Subscription agent 
Trustee of mortgage bonds, debentures and notes 
Paying agent for principal and interest 

Registrar of bonds and debentures 


Depositary-exchange agent under reorganizations, 
recapitalizations and mergers 


Agent for trustees under voting trust agreements 
Agent under escrow agreements 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
TRUST DEPARTMENT 


11 Broad Street, New York 15, N. Y. 


Member Federal Depostt Insurance Corporation 





SF orty-seben pears ago the Juternational 
Accountants Society was incorporated as 
9 school of accounting. 

We are proud of our reputation for up-to-date 
instruction which has kept pace with the 
changing times through all these pears. 


Co our many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, wwe extend sincere appreciation. 
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oyege SONAL ACCOUNTANTS SOCIETY, INC. 
N A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 





From: The Editors 
7 OF 


Last summer we asked an ‘‘outside’’ 





WALTER MITCHELL, Jr., Editor 


consultant to make a survey of our read- Z oe fae, v7 Paut Haase, Managing Editor 


ers and to find out what was on their 
minds (as far, of course, as we'fe con- x we f {4 ‘ Kathe bf # J. A. Murpny, Advtg. Mer. 
cerned!). 
The work was carried out by means 
of questionnaires inserted in issues of 
THE CONTROLLER. Your answers 
complete and _ interesting—have now 
been tabulated by our “‘outside”’ consult- 
ant. We think some of the information 
will interest you Cc + J 1950 
Aoggensi ontents for January 
We were glad to learn that most read- 
ers of THE CONTROLLER are thorough FEATURES 
readers. 92.19% of you-—-both members Page 


, titute and non-member sub- ; é : : 
St ae ae ee How the Controller Can Help Reduce Costs and Expenses, Meet Problems 


scribers—spend an hour or more every aig a 
. I ’ / OP PHONE 5.2 ies es ; fates Paul E. Hamman = 9 


month reading THE CONTROLLER. 

To be exact, 56.58% spend more than : ah : 
one hour, 35.61% devote one hour each Legal Aspects of the Controller’s Position Mayo A. Shattuck 
month reading THE CONTROLLER. That 
leaves: 7.81% of you—who are either fast To Pay or Not to Pay Dividends. ..... pe W. F. Stanley 


j 


readers r way De verlooking sone 
material of value! Making the Most of Your Controllers Conference Wyman P. Fiske 
We are, of course, glad to learn that 
— -f gy = aaa : paws Accounting in the ’50’s Discussed at AIA Annual Meeting. . . 
thorough reading they deserve. It is diffi- 
cult to benefit from a closely reasoned, 
well knit article if one skims it DEPARTMENTS 
‘ou—and we—are practically unani- 
in our feeling that first calibre ma- Correspondence 


} fd ] thon 
terial deserves ciose attention 


Current Comment oo a boi ta oO Walter Mitchell, Jr. 
Scanning the Scene sa ccatsats sles .. Paul Haase 


Paging the New Books 
"What's Behind a Financial Statement” 
Perhaps, in light of today’s astronomi 
al figures, 49,680 is a minor number ‘ 
= Personal Notes 
Yet, when you consider that this ap 


proximates the minimum number of ae 
! Positions 
hours spent each month by our readers 


on THE CONTROLLER, tt emphasizes owr 
responsibility in producing a publication 


an } | 

worthy of 90 many mind-houts Marjorie R. Lyons, Assistant Editor CHESTER A. BREWER, Circulation Manager 
THE CONTROLLER. Published monthly by the Controllers Institute of America. Publi 
cation office, American Building, Brattleboro, Vt. Editorial offices, One East Forty-second 
Street, New York 17, N. Y. Entered as second class matter at the postoffice, Brattleboro, 
Vermont, September 1, 1937, under the act of March 3, 1879. Subscription $5.00 a year. 
Single copies 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for 
accurate facts t loss in transit or otherwise. The views expressed in the various articles are those of the 
wnd decis1ons authors, not necessarily those of the Controllers Institute of America 


We learned a lot from these surveys Copyright 1950 Controllers Institute of America. Printed in U.S. A 
We'll tell you more in succeeding issues. VoLtuME XVIII No. 1 JANUARY 1950 
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Why is Royal the world’s largest 
manufacturer of typewriters? 


for faster, easier typing. Only Royal has them! 


THERE MUST BE A REASON why Royal makes more 
typewriters and sells more typewriters than any other 
manufacturer. 

And there is a reason! From the beginning Royal 
designed its typewriters with the operator in mind. 
Typists everywhere prefer Royal better than 2% to | 
over any other make. 

No wonder! Look at its many features 

Magic* Margin: The most outstanding 

operator benefit ever invented. Typists 
simply position the carriage, flick the 
lever, and the margin is automatically set. 
Only Royal has Magic* Margin! 


Finger-Flow Keys: Keys shaped to contour of finger 
tips. They provide extra finger clearance and make 


Precision writing machine: Royal is the finest ever 
developed. It is, and always has been, designed with 


the operator in mind. 

Quality of work: Typists know that a letter typed on 
a Royal has that fine, top-notch appearance worthy 
of an executive's signature 

Action acclaimed: Royal action is universally recog- 
nized as the finest of them all 


Ruggedness: Royal’s durability is built in. Royal 
stays on the job longer. Less time out for repairs 


Streamlined beauty: Feast your eyes on its soft, 
gray tone that banishes all glare. It’s a honey 


that new Gray Magic Royal! 
*T.M. Reg. U.S. Pat. Off 


The Qaa0Q 


WV MAGIC ROYAL 


Made by the world’s largest manufacturer of typewriters 





CLASSIFIED AD COLUMN? 
Editors, THE CONTROLLER: 

I was interested to note the article, “Top 
Management Needs Production Control,” 
by Messrs. Knight and Murray in your 
December issue. 

It brought to mind that our company 
has some units of production control 
equipment for sale and, consequently, I 
would like to ask: 

Do you feel there is a standing need 
for a common meeting place for the pur- 
chase and disposal of such office equip- 
ment ? 

Would THE CONTROLLER be that com- 
mon meeting place through a classified ad 
column for wanted and unwanted office 
equipment ? : 

To approach a second-hand office equip- 
ment agency would be almost a waste of 
time. To advertise in a local press would 
be buying circulation that is largely 
wasted. Some such direct approach 
through THE CONTROLLER a seem 
to be a logical solution. 

What do you think ? 


).G. 


Most important, what do our readers 
think? We'll be happy to have expressions 
of opinion as to whether a classified ad 
column for used office equipment should be 
started. 


The Editors 


BIBLIOGRAPHY ON CONTROLLERSHIP 
Editors, THE CONTROLLER: 

Reference is made to the article, “Those 
Who Will Follow,” by K. Y. Siddall in 
the June issue of THE CONTROLLER, In 
this article Mr. Siddall makes reference to 
a bibliography listing approximately 1,000 
books and articles prepared on some phase 
of controllership 

This office is very desirous of obtaining 
such a list of reading material and would 
appreciate it if you would send us this 
bibliography at your earliest convenience 

The organization at this headquarters 
provides for a Management Analysis Sec 
tion, which we are in the process of de- 


THE CONTROLLER 


veloping. If the reading list referred to in 
Paragraphs 1 and 2 above does not in- 
clude articles on management analysis 
and /or analysis of management functions, 
please include any sources known to you 
from which such books or periodicals may 
be obtained. 

ELLSwortTH W. GRAHAM 

Major, USAF 

Comptroller 

Hdgq. 3575th Pilot 

Training Wing (AME) 
Vance Air Force Base 


Enid, Okla. 


The bibliography of 1,000 books and 
articles on some phase of controllership, re- 
ferred to in Mr. Siddall’s article, is in card 
file form, and not in list form, so that we 
cannot send it to you as you request. 

We are sending, however, a pamphlet en- 
titled “Functions of the Controller.” We 
also have available (at $1.50) a pamphlet 
entitled “Organization of the Controller's 
Office” (Bulletin IV), which we should be 
happy to send to you if you wish. 

These to controllership. 


If you would like material on management 


rejer, of course, 


generally, we would suggest you get in 
touch with the American Management As- 
sociation, 330 West 42nd Street, New York 
18, N.Y. 

The Editors 


SAMPLE PENSION PLANS 


Editors, THE CONTROLLER: 

With all the current concern about pen- 
sion plans and such portentous demands 
as iakederwite or city-wide coverages, I 
wonder if anyone has gotten together 
sample plans ? 


FW 1. 


The Bureau of Labor Statistics, W ashing 
ton, D. C., is developing 
recent report in "The New York Journal of 


according to a 


Commerce,” a study of sample clauses from 
pension plans of all kinds. Very likely by 
the time this appears in print the study will 
be available from the B.L.S 


The Editors 
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CHEERS FROM AN ECONOMIZER 
Editors, THE CONTROLLER: 

. .. I am glad of your sound agree- 
ment with what we are trying to do here 
in the Department of Defense, and I ap- 
preciate your giving your readers a chance 
to have your views on the subject [see 
THE CONTROLLER, October 1949, Page 
458}. You are right in saying that the 
path of an “economizer” is not smooth, 
and I am particularly happy, therefore, 
about your “Cheers for an Economizer.” 
I hope you will continue to give me your 
fine support. 

LouIs JOHNSON 
The Secretary of Defense 
Washington, D. C. 





Readers of THE CONTROLLER 
are invited to express their reac 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page. 

The Editors 





AND STILL THEY COME 


Editors, THE CONTROLLER: 

I should be very grateful indeed if you 
would send to me a copy of the booklet 
referred to in the very informative article 
by Jackson Martindell, ‘Evaluating Man- 
agement,” which appeared in the May 
issue of THE CONTROLLER. 

I should also like to take this oppor- 
tunity of commending all those who make 
possible the challenging articles which 
appear monthly in THE CONTROLLER. 
They undoubtedly keep alive the spirit so 
essential to a young and progressive pro- 
fession, adding steadily to the sum total 
of the knowledge which is making more 
understandable and appreciated the place 
of business in our free enterprise system. 

W. R. SIMPSON 

Chief Accountant 

The British Drug Houses 
(Canada) Ltd. 

Toronto 


Editors, THE CONTROLLER: 

After reading the very interesting arti- 
cle by Mr. Martindell in the May 1949 
issue Of THE CONTROLLER entitled 
“Evaluating Management,” I was in- 
terested to note that a pamphlet en- 
titled “301 Questions to Management” 
is available to readers of the magazine, 

In connection with the development 
of a check-off list and procedure for 
conducting management audits, I would 
be very much interested in receiving a 
copy of this pamphlet. 

R. Bares, JR. 
Bureau of Ships 
Navy Department 
Washington, D. C. 





Printing calculator 14 


divides, multiplies, adds and subtracts automatically 
prints the elements of the calculations - gives credit balance 





Olivetti General Representative for U.S.A. - 37 Wall Street - New York 5, N.Y. 
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“A Good Place to Grow” 


A friend recently showed me through his orchid-growing 
plant—several acres under glass, plus the necessary ad- 
juncts of shipping, receiving, accounting, and selling fa- 
cilities. 

In addition to the peculiarities of his production prob- 
lem, and the fact that the enterprise makes a good showing 
on both capital accretion and current profit, I was much 
impressed with this fact: His business depends upon mak- 
ing those green houses a good place to grow. 

Not only was the climate friendly, with the right amount 
of warmth and moisture—even then nothing would hap- 
pen without a lot of effort by the staff to give each orchid 
plant just the right amount of opportunity to grow, from 
its earliest development. From the time the spore develops 
in a gelatin—similar to that used in bacteriology labora- 
tories—its life is a series of transplantations to various 
sizes of flasks and flower pots, a seven-year cycle with many 
changes of habitat. 

The development of executives is a far more compli- 
cated—perhaps more delicate—operation; but it has some 
similar characteristics. Those business organizations which 
do the best job not only have a climate friendly to growth, 
but top management gives a lot of attention to periodic 
change of environment and transplanting of promising 
young specimens 

A contrast which demonstrates the point: One of the 
large concerns in the automobile industry used to be rated, 
among Detroit business men, for turnover of executives 
and was not considered an ideal climate in which to grow. 
Consequently competitors made inroads. Now the company 
is well launched upon a conscious effort to be a good place 
to grou’, to be sure of tomorrow's supply of executives 
and competitive results are already good. 

In this same respect, there seems to be a wide difference 
in management attitude between two of the largest mail 
order companies in the U. S. It will be interesting to see 
whether the future trend of affairs in those two companies 
reflects the difference in climate as a place to grow. 

Of course, management wants to avoid breeding “hot- 
house’’ executives unable to stand rugged circumstances 
The theory of the officer class” is a European military con- 
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cept foreign to American tradition. But when we make any 
business a good place to grow in we are not advocating a 
“divine right of executives’’—nor even any divine right of 
individuals to be developed—but merely a sound principle 
of insuring the future and continuity of an enterprise. 

In addition to his technical functions, one very impor- 
tant job of the controller today is to provide the proper at- 
mosphere for growth in his department and, where possi- 
ble, to see that the same thing is done throughout his 
company. 

With the start of another new year, your good men are 
presumably rested and ready to grow. Is your shop a good 
place to grow? 


Embezzlement: Human and Financial Aspects 


Recently a number of Controllers Institute members sat 
around talking after a local Control meeting. One con- 
fessed himself baffled by a recent case of embezzlement in 
which a very promising young man had absconded with 
$2,000. Another said, “I’m sure you will find that there 
was much more money involved.” The original speaker 
said that the case had been thoroughly investigated and no 
other shortages found. That was why he was puzzled. The 
young man in question had been moving steadily up the 
ladder, was considered by his superiors to have good possi- 
bilities for growth, enjoyed a happy family life, and pre- 
sumably was on the way to becoming an asset to his com- 
pany and the community. 

At that point another member made a comment which un- 
covered a significant new viewpoint. 

Said he, “There's a more important reason—even more 
important than the loss of money—for adequate controls 
procedures to minimize the opportunity and temptation for 
theft. For all practical purposes that young chap’s economic 
and social value is lost to his company and his family. It’s 
very doubtful whether he will ever again be given a posi- 
tion of responsibility. I don’t know the details but I think 
the controls were not adequate in his company. There's a 
human responsibility as well as a dollar responsibility in that 
part of the controller's job.” 

It’s a viewpoint deserving any controller's consideration. 

As some readers will remember, Mr. G. E. Perino, Audi- 
tor of New England Mutual Life Insurance Company and 
a member of the Controllers Institute, delivered a paper on 
this subject at the Institute’s recent Annual Meeting in 
San Francisco. It is contained in the recently published book- 
let, ‘“‘Controllership in a Competitive Economy.” The 
American Institute of Accountants released a bulletin, ‘‘In- 
ternal Control,” in November 1948. This problem is the 
central point of focus of the Institute of Internal Auditors— 
perhaps you have a man in your organization who should be 
a member of that body. 

Although we shall probably never eradicate embezzle- 
ment completely, wise and determined effort can reduce the 
both financial and human. 

—WALTER MITCHELL, JR. 
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"Look ! Our payroll 
for 1217 people 


completed in one day!" 


This machine provides 20 totals for 
payroll as well as 42 totals for analy- 
sis work. Payroll—- with its increased 
problems of deductions—is but one 
of the many accounting jobs which 
National has solved, cutting costs 
on every job. 

A National System is a capital in 
vestment that often repays its costs 
within a year-- then goes on year 
after year paying a profitable re- 


THE NATIONAL CASH REGISTER COMPANY 


turn through reduced operating costs 

All businessmen know they must 
sometimes spend money to make 
money. And smart management also 
knows that a capital investment to 
reduce expenses is as important as 
one to increase business. 

Your local National representative 
will gladly show you how you can 
reduce your operating costs. No obli- 
gation, of course 


“Get this FREE 
20-page booklet 
Ask your local 
National repre- 
sentative, or write 
to The National 
Cash Register 
Company, Day 
ton 9, Ohio. 
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St ou 


accountant: \ly books are balanced faster, BILLING CLERK: 
And I know they're all shipshape; 
‘lo prove my entries accurate, 


I have the printed tape! 


payrout crerk: | love that 10-key touch control, STATISTICIAN: 
So fast, so sure, so easy; 
I get the payrolls out so quick, 


Ihe boss nicknamed me “Breezy”! 


Remember. only the Printing Calculator 
divides automatically, multiplies, adds, 
lists and subtracts, and prints the proof 
on the tape. So your modest investment 
really buys two fine machines in one—a 
calculator that prints and a high speed 


alectric adding machine. 








I do the work of two machines 
On this one calculator; 
Its automatic features make 


Invoice production greater! 


With no reruns to prove our work, 
There's not a moment lost; 
My staff has doubled output, 


And cut down office cost! 


As the quartet above has learned, printed 
proof provides increased profits. For the 
whole cost-cutting story for your com- 
pany, call our local representative, or 
write for free booklet to Remington Rand 
Ine., Dept. CR-1, 315 Fourth Avenue, New 
York 10, New York. 





HOW THE CONTROLLER CAN HELP: 


1. Reduce Costs and Expenses 
2. Meet Problems of Pricing 


E ARE GOING through a period when 
the management of almost every 
manufacturing company is at least taking 
a good look at the problem of costs and 
expenses. Perhaps some companies have 
not yet been under extreme pressure to 
reduce costs—these are in the minority. 
Many companies, with increasing com- 
petitive factors and declining sales vol- 
ume, have been forced to take drastic 
action in order to stay in business. 
Regardless of whether the emphasis 
on costs and expenses in your own com- 
pany could be described as routine, or 
whether it is the most important topic of 
the day, these are times when the con- 
troller can do much for the management 
of his company in the area of cost con- 
trol and expense reduction. 


I propose to discuss two aspects of this 


problem—first, some things that you, as 
a controller, can do regarding cost and 
expense reduction, in other departments 
and in your own department; and second, 
something about product pricing prob- 
lems under today’s conditions. 

My objective is not to attempt to pro- 
vide any final answer to either of these 
broad questions, but rather to offer a few 
ideas as a stimulus for discussion. 

The controller's approach to the prob- 
lem of cost and expense reduction must 
obviously be geared to the characteristics 
of his particular company. We all know 
of situations where the accounting is en- 
tirely inadequate, both as to quantity and 
quality. It should in all fairness be noted 
that this condition is often not the fault 
of the controller. In some situations the 
accounting may be more than adequate 
under the circumstances. 

Recent years have seen very consider- 
able progress in the accounting data made 
available to management and in the meth- 
ods and techniques for the control of 
costs and expenses. The use of labor 
standards, labor performance reports, 
budget forecasts, departmental expense 
budgets, standard cost systems, and me- 
chanical accounting equipment are a few 
examples of this progress. This growth of 
accounting techniques and controls has 


been generally desirable and necessary, 
but it has brought with it many new 
problems which can simply be described 
as paper work—and paper work means 
expense. 

A friend of mine who is a doctor spoke 
of this problem the other day. His work 
is in one of the older hospitals, and he 
has been on its board of directors from 
time to time over a period of years. He 
remarked that only a few years ago their 
office force numbered about six people. 
Now they have fifteen. The number of 
hospital beds has remained unchanged 

He was troubled with the problem, 
and I asked him why he thought the in- 
crease had taken place. His explanation 
was that as a matter of policy they now 
insisted on much better medical records 

more elaborate written histories 
for each patient. Furthermore, the ex- 
panding use of hospital insurance plans 
had complicated the rendering of bills 
to patients. The hospital management 
also wanted more detailed financial re 
ports. Beyond that, he didn’t know. He 
summed it all much paper 
work. 


case 


up as too 


This situation is not dissimilar to that 
in most industrial companies. They do 


These need special handling 
in a period of curtailment 


have more paper work. Oftentimes this 
paper work problem has grown up step 
by step, each item seeming to justify it- 
self, but when viewed in the aggregate 
the total may be alarming. 


IT SEEMS WORTHWHILE to consider for a 
moment an old est of business man- 


agement, namely, adequate managerial 


control with a minimum of paper work. 
A question may serve to illustrate my 
point. If a manufacturing department 
has a thoroughly competent supervisor 
or foreman, why is it necessary to have 
other departments or individuals analyz- 
ing his manpower requirements, chart- 
ing his expenses, and probing for possi- 
ble areas of cost reduction? We all know 
why this secondary or staff responsibility 
is usually necessary. Yet some of the 
largest and most profitable manufactur- 
ing companies place primary responsi- 
bility for efficient operation and control 
of costs with the supervisor or foreman 
of each department. Educational pro- 
grams for supervisors and foremen may 
be very helpful in developing their abili- 
ties in this area. 
follow-up and 


Some responsibility 


PAUL E. HAMMAN, Partner of Touche, Niven, Bailey & 
Smart, Detroit, holds CPA certificates of Illinois and Michi- 
gan and has been engaged in public accounting practice 
since graduation from the University of Illinois in 1933. Mr. 
Hamman, who delivered the paper here presented before 
the Hartford Control! of the Controllers Institute of America, 
specializes in special services and systems. He is a member 
of the National Association of Cost Accountants, American 
Institute of Accountants, and Society for the Advancement 


of Management. 
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must, of course, be placed upon. staff 
functions in any event, but cost control 
must begin at the lowest level, and plac- 
ing most of the responsibility for cost 
control outside of a department tends to 
increase the cost of records, reports, and 
analyses which then become necessary. 
This means that good management and 
good supervision at all levels can mini- 
mize the paper work problem. It is worth 
thinking about. 

Perhaps another aspect of this concept 
could be described as decentralization. 
One of the reasons for large companies 
spreading their activities into many small 
divisions is that this permits the manager 
of cach division to keep in close touch 
with what is going on. He may not re- 
quire complex records and reports be- 
cause of his personal contact with the 
problems. The profit or loss of the divi- 
sion, by itself, gives top management 
some indication of the job that he is dc- 
ing. Decentralization may tend to reduce 
paper work. The reverse may be true. 


LET US STOP and examine for the mo- 
ment a few of the essential things which 
a controller should provide the manage- 
ment of his company. They include: 

1. Adequate accounting controls over 
Cash, property, 
income, and expenses. Certainly the pay- 
rolls must be met, and the vendors must 
be paid no matter what kind of account- 
ing system is to be used. What may be 
described as “bookkeeping accounta- 
bility’’ is an essential element of the in- 
ternal control in any company. 

2. Preparation of routine reports re- 
quired by outside agencies, such as tax re- 
are also a must 


receivables, imventories, 


turns. These 
3. Monthly financial reports which are 
informative. While they should be rea- 
sonably complete, the emphasis should be 
on quality rather than quantity. A con- 
cise resumé in the form of a letter or a 
report by the controller to accompany 
the financial statements can do much to 
make them more informative and may 
substantially reduce the amount of detail 
in the financial statements. This report 
should point out the “highlights’’ and 
the unusual items of real significance 
4. Prompt monthly closings and fi- 
nancial reports—certainly by the 10th or 
15th working day of the following period 
sooner if possible 
Reliable product cost data, includ 
overhead 


ing a reasonable allocation of 


to products or to idle capacity 


6. Budget foreca stating in dollars 


i summary of management s plan of op- 
usually essential in a 


eration. These ar 


period of curtailment, or in any fluctuat 


ing situation 


THE CONTROLLER 


7. Break-even data for plants or for 
products. 

8. Departmental expense control bud g- 
ets and reports, and related control pro- 
cedures. 

9. Payroll reports and payroll data 


including labor performance reports. 


There are, of course, many other nec- 
essary functions of the controller. 

Practically all of the essential func- 
tions of the controller's department just 
enumerated have a direct bearing on the 
control of cost and expenses in all de- 
partments of a company. Of the items 
mentioned, in a period of curtailment, 
particular attention should certainly be 
directed to the departmental expense con- 
trol budgets and reports and the effec- 
tiveness of their use. Time study stand- 
ards tend to provide a means for some- 
what automatic control of the direct labor 
working force—at least they should 
but control of indirect salaries and wages 
is often relatively less effective. 

A typical program for the control of 
indirect salaries and wages provides for 
a monthly review of indirect manpower 
requirements with each supervisor or 
foreman. Data as to the scheduled pro- 
duction program for the month are made 
available, and each supervisor is en- 
couraged to plan the activities of his de- 
partment to obtain maximum economy. 
The contacts and follow-up under such 
a program may be in the hands of a 
standards or cost control department, 
production executives, a budget depart- 
ment, or someone in the controller's de- 
partment. It is desirable to make use of 
engineered standards or data for indirect 
salaries or wages and other expenses 
wherever practicable. Such data are rarely 
complete or even available 


PAYROLL SYSTEM PUBLISHED 


A manual explaining the funda- 
mentals of the Tambert Payroll Sys- 
tem has been published by Tambert- 
Tully Company, Inc., Pasadena, 
Calif. The system is described by its 
developer, Elmer A. Tambert, as “a 
straight line between two points— 
determination of the obligation and 
accounting for same.” Forms have 
been especially designed and as- 
sembled, it is stated, to produce a 
sufficient number of copies of the 
original document which will serve 
all phases of accounting related to 
the transaction and will provide 
means for audit supervision by re- 
mote control, if so desired. 
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Usually the discussions with super- 
visors are in terms of job classifications, 
rates, and manpower, rather than in terms 
of dollar amounts. Provision is generally 
made for top management review, ad- 
justment, and approval of budgets orig- 
inating at a departmental level. The man- 
power data are frequently converted to 
dollars for comparison purposes, and at 
the close of each month (or each pay 
period) a reporting is made either in dot 
lars or manpower, or both, of the actual 
results as compared with the approved 
budget. 

This is a typical plan, although the de- 
tails will vary depending upon the prob- 
lems of each company. If you do not 
have such a plan, it should certainly be 
considered. 


MANY OF THESE departmental budget 
programs for indirect expenses do not 
work any too well in practice. Too much 
emphasis is placed upon a Status quo ap- 
proach to the manpower requirements 
even in a period of curtailment. Some of 
them require a maze of paper work and 
reports. 

Much depends upon the ability and 
effectiveness of the individuals responsi- 
ble for their detailed administration. 
Changes must be “sold” to supervisors 
and foremen. Any plan of this nature 
must have real support and “push” from 
top management, and top management 
must take responsibility for initiating 
most of the changes in organization and 
policy which are necessary to obtain maxi- 
mum economy in a curtailment period. 

Typically every controller must justify 
his method of operation and the cost of 
his operation to others. Only by con- 
stantly checking his own operations and 
rechallenging their effectiveness can a 
controller have real confidence in the job 
he is doing. Moreover, if a controller is 
to assist his management in controlling 
the cost of other departments, in all fair- 
ness he should be sure that he has done 
a good job at home. 

Reduction of the cost of operating the 
controller's department must usually come 
from three or four sources: 


1. Elimination of operations, con- 
trols, or reports. 

2. Improved methods and procedures. 

3. Changes in personnel or organiza- 
tion, including elimination of any over- 
time premium costs. 

4. Reduction of outside charges such 
as machine rentals, calculating or typ- 
ing services. 

These sources of cost reduction in the 
controller's department are somewhat in- 
ter-related. Most of them are equally 
good sources of cost reduction when busi- 
ness is good as they are in a period of 
curtailment. While any comprehensive 
discussion of all the possible methods of 





cost reduction is a broad subject, let us 
consider a few of the specific things that 
can be done. 

Much of the work in the controller's 
department centers around reports for 
management. He must either change their 
form, eliminate some of them, or find 
better methods of assembling the under- 
lying data if he is to reduce the cost of 
their preparation. 


ATTENTION should first be directed to 
the entire pattern of the management re- 
ports with a real challenge as to their 
scope, form, and usefulness. Is the in- 
formation adequate? Is it all necessary ? 
Are there duplications between various 
reports? Are the reports really useful ? 
What action can be taken based upon the 
data in the report ? 

A review should be made to determine 
whether the chart of general ledger and 
expense accounts is organized to follow 
rather exactly the form of related re- 
ports, such as the balance sheet, profit 
and loss, and expense. It is now rather 
unusual to find general ledger accounts 
organized in alphabetical order in any 
company, but frequently the accounting 
department must do a rather complex 
job of reclassification, adjustment, or 
sorting of account balances in order to 
prepare monthly statements. The cure is 
obvious—decide upon the exact form of 
the monthly statements, and organize the 
accounts in this order. 


There is no important loss of time in, 


adding the balances of several accounts 
to obtain one figure for the statements, 
but the accounts to be added should cer- 
tainly be grouped together in the ledgers. 
An appropriate account numbering sys- 
tem will assist in this grouping. A real 
challenge should be made as to the num- 
ber of accounts, however, for each ad- 
ditional account tends to increase the 
number of postings and the analyses nec- 
essary to prepare the entries. 

If your company has several plants or 
divisions, each with a separate set of 
books, attention should be given to the 
method of preparing consolidated state- 
ments. Whether you consolidate the sev- 
eral financial statements for each segment, 
or make use of trial balances, a savings 
in time can be obtained by use of a uni- 
form chart of accounts at all locations. 

Many companies follow a plan whereby 
the data for each of the sets of books are 
submitted to the consolidating office on 
identical printed forms which can_ be 
shingled or pasted together so that the 
figures can be cross-added without re- 
writing. 

When reviewing your profit and los 
statements with an eye on economy, con- 
sider these questions. Do you need all of 
the existing product group classifications, 
or can they be reduced? Do you need as 
detailed a segregation of cost variances ? 


MEETING THE MARKET 


PROSPECT 


How to reduce inventory losses, 
lower reduction and handling costs, 
cut down administrative overhead, 
increase sales, etc., is told in the 
Controllership Foundation study en- 
titled “Meeting the Challenge of 
the Buyer’s Market.” This report not 
only gives actual case history in- 
formation on 33 ways to reduce 
unit costs but is bound in such a 
way that the four separate portions 
of the book can be taken out and 
referred to the executives directly 
concerned with the particular meth- 
ods involved. 


Perhaps the answer is that you need more 
detail, rather than less, but these two 
points offer possibilities in the reduction 
of clerical work. Too often information 
is presented which could be described as 
“interesting” but which lacks real utility 
insofar as corrective action is concerned. 

Departmental expense reports should 
be reviewed, particularly because they 
are often quite detailed and are often 
prepared for a large number of depart- 
ments 

First, is a reorganization of depart- 
mental or cost center classifications desir- 
able? The problem goes much deeper 
than the effect of too many departments 
upon the cost of preparing departmental 
expense reports, since in a period of cur 
tailment the ratio of supervisors to direct 
workers may be affected by having too 
many departments 

There has always been considerable 
Variation between companies in the rela 
tive number of departments and cost 
centers used for accounting purposes. The 
range is from no detail than all- 
plant totals for each type of expense to 


finer 


subdivisions covering the expense of only 
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a few workers. There is certainly no 
fixed rule to follow. 

It is usually helpful to segregate ex- 
penses in accordance with organizational 
lines of authority. Preparation of depart- 
mental expense reports for less than per- 
haps 50 or 75 workers as one group or 
cost center, however, should certainly be 
challenged. If adequate cost control data 
are not obtained from the larger group- 
ings, then perhaps force reports or man- 
power data will serve for the smaller 
groups rather than dollar figures segre- 
gated in the accounting records and re- 
ports. 

A challenge should be made as to the 
amount of detail in departmental ex- 
pense reports and the frequency of their 
preparation. There is very little point in 
reporting most items of fixed expense 
such as taxes, depreciation, or insufance 
to departmental foremen. There is pretty 
general agreement that the expense re- 
ports going to foremen should detail 
only controllable expense. 

While weekly departmental expense re- 
ports limited to labor charges are com- 
mon, they frequently duplicate similar 
data in daily or weekly labor perform- 
ance reports or manpower reports which 
may be adequate for cost control pur- 
poses. The real test is whether the de- 
partmental expense ‘reports are used— 
and result in savings which compensate 


for their cost. 
A similar variation in practice as be- 
tween companies exists in the case of 


labor performance reports. Wherever pos- 
sible, they should be prepared as part of 
the payroll distribution routine to elim- 
inate duplicate handling of time tickets. 

While labor reports are generally most 
useful for shop purposes if they are pre- 
pared in hours rather than in dollars, 
this frequently results in the equivalent 
of two payroll distributions—one in 
hours and one in money. Under some 
mechanical accounting procedures both 
types of data may be obtained without 
appreciable extra effort. Where extra ef- 
fort is involved, however, economy will 
usually result from statement of perform- 
ance reports in dollars, or by conversion 
of total dollars to hours by use of average 
departmental rates. 


ANOTHER possibility worth considering 
is the preparation of labor performance 
reports by timekeepers tm the shop, 
rather than as part of the payroll distri- 
bution routine. The labor performance 
reports then be available very 
promptly, and if there is close co ordina- 
tion between the foreman and the time- 
keeper, details and analyses may be made 
available foremen which would 
otherwise be lost. This technique may re- 


should 


to the 
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quire somewhat better timekeepers than 
would otherwise be necessary. 

A fresh look at sales order and billing 
procedures may produce economies. Is 
there a minimum rewriting of order, 
shipper, and invoice data? How about use 
of combination sales order, shipper, in- 
voice forms? Do you use the same paper 
work to process a service parts shipment 
worth a dollar as a new machine worth 
many times more? Must every invoice be 
typed ? Can a duplicating process be used 
for orders and billing? These are all pos- 
sibilities to explore 

We could spend several days discuss- 
ing cost systems and cost problems. We 
certainly need good cost accounting in a 
period of curtailment. Now is a good 
time to reconsider just what this means 
and how it will be accomplished. With 
curtailed activity can you modify the pro- 
cedures for some product lines? 

Perhaps a cost accounting control of 


Does your company use inventory tick- 
ets and then type inventory listings of 
all the tickets? If you do, why not con- 
sider doing all of the pricing and extend- 
ing right on the inventory tickets—then 
sort them by appropriate classifications, 
run adding machine tapes, and post the 
total to a summary sheet? The typed in- 
ventory listings are nice to have, but not 
really essential. If you send your inven- 
tory tags to outside typing agencies for 
listing, you will certainly be able to 
measure the savings in cost. 

Perhaps something can be done regard- 
ing the details of pricing the inventory. 
Work-in-process labor and burden would 
be a good place to look. In many in- 
stances the pricing of each item through 
each operation completed is quite com- 
plicated and time-consuming even though 
the dollar value of this section of the in- 
ventory is only a small part of the total. 

First, weigh the necessity of really ac- 
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certain types of inventories can be aban- 
with periodic 
priced physical inventories, or a gross 
profit method for computing cost of sales. 
This must be approached very cautiously 
since an control of inven- 
tories is an essential element of good in- 
ternal control. Can a modification of the 
retail inventory method be used to elim- 
inate detailed costing of shipments? This 
merchandising technique has some indus- 
trial applications 

Can 


doned, substitution of 


accounting 


the number of szventory control 


accounts be reduced ? 
are often segregated by product lines; by 
raw materials, work-in-process, and fin- 
ished goods; and also by material, labor, 
and burden. Elimination of all or part of 
the segregation as between raw, in-proc- 
and finished may permit savings 
without real loss of control data 

While physicai 


a year 


Inventory accounts 


ess, 


nventory work usually 
arises only once it is an expensive 
process, not only for the accounting de 
partment but also for shop departments. 
A careful review of inventory policies 


and methods may produce savings 
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curate pricing of the work in process in- 
ventory. Some companies price each work- 
in-process item at 50% of the completed 
cost of all labor and burden. Maybe this 
will work. Pethaps careful estimates of 
overall completion will be close enough. 
The wide variation in practice as between 
companies gives an indication that there 
cannot be a fixed rule in such matters. 
Is it really necessary to price and ex- 
tend the inventory separately for material, 
labor, and burden? Where separate in- 
ventory accounts are maintained for these 
elements of cost, this is usually necessary 
Separate pricing and extension is often 
done, however, when it isn’t necessary. 
Have you recently reviewed your pol- 
icies and procedures in changing cost 
standards? The cost of purchased items 
and wage rates have not yet become static 
and they probably never will for any ex 
tended period of time. It may be practi- 
cable, however, to change cost standards 
a little less frequently than has been nec- 
essary for the years—per 
haps annually rather than quarterly or 


past seve ral 
currently 
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Most companies will readily admit that 
they have a timekeeping problem. The 
difficulties are varied—too many time- 
keepers, relatively low hourly rates for 
timekeepers with consequent lack of abil- 
ity, lack of attention to production 
counts, improper reporting of allowances 
and other nonproductive time, errors, 
peak work loads during the day, scat- 
tered departments, union membership, 
lack of adequate supervision—these are 
a few of the problems. 


AN ANSWER can be found for these 
problems. Adequate supervision, use of 
clerical aptitude tests in selecting time- 
keepers, a training program, and prop- 
erly organized timekeeping procedures 
will all contribute to economy in this 
area. Can some of the detail on job tick- 
ets be eliminated ? Does the problem war- 
rant the use of pre-written media, per- 
haps prepared by use of punched cards 
or addressing equipment? Can the job 
tickets be prepared, at least in part, by 
the workers? There are some instances 
where job tickets can reasonably be pre- 
pared by foremen. 

Does your company make use of the 
latest techniques for preparation of pay- 
roll checks or cash envelopes, and the re- 
lated deduction slips, payroll journals, 
earnings records, and social security fe- 
ports ? 

For payrolls covering more than 500 
or 1,000 employes, there are several types 
of payroll machines that can be used 
which far surpass anything available be- 
fore the war. Punched card methods of- 
fer many advantages for the larger pay- 
roll, although payroll machines should 
not be disregarded. 

For payrolls covering less than 500 or 
1,000 employes, the several payroll writ- 
ing board devices which are available of- 
fer real possibilities of savings when com- 
pared with some of the older methods. 
Do not overlook the smaller salary pay- 
rolls covering perhaps only 50 or 100 in- 
dividuals. The payroll writing boards are 
inexpensive and anyone can use them 
without much instruction or practice. 

This is a good time to review your 
use of machine accounting methods. Has 
curtailment altered your operating prob- 
lem to such an extent that a change in 
type of machine is desirable? There have 
recently been many instances where a 
shift in machine methods produced really 
substantial savings. Has your tabulating 
department taken on jobs which are no 
longer economical with reduced volume ? 
There is a very normal tendency to turn 
every new job over to this department 


because the supervisor is usually ready 
and willing to take it on. Punched card 
methods may well be the answer to these 
or old ones, too, for that mat- 

(Continued on Page 41) 
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Legal Aspects of the Controller’s Position 


Mayo A. Shattuck 


S A FOREGROUND for this inquiry I 
must state at the outset a few legal 
truisms. 

First, Anglo-Saxon and American law 
is a living force, constantly growing and 
usually taking its shape at any one moment 
as a result of physical events long since 
past. The height and breadth of a legal 
doctrine, its form and its surface reflect, in- 
variably, the environmental influences of 
a preceding generation. 

The time lag between the resultant fig- 
ure and the strains and stresses of child- 
hood and adolescence have been said to 
average about thirty years. However that 
may be, there is always a time lag, which 
is very lucky for us—it is only under 
gentlemen like Hitler and Stalin that 
there is no time lag. Thus what the law 
may say about controllers at any present 
moment is almost certain to be old- 
fashioned. 

Second, it is axiomatic at law that all 
private rights are accompanied by respon- 
sibilities. We are told at law school that 
our undoubted right to swing our arms 
must be regarded as expiring at the point 
where the other fellow’s nose begins. Yet 
it is true at law, also, that while a duty to 
act may not exist at all, sundry obliga- 
tions can be brought into active and sharp 
operation by the voluntary performance 
of that act. 

Thus the doctor, hurrying home to 
lunch, may see a man expiring of heart 
trouble on the front sidewalk and may 
have in his bag precisely the pill which 
he knows will avert death for the suf- 
ferer, yet he may, without legal respon- 
sibility, continue to hurry on to lunch and 
allow the poor man to die. If, however, 
the doctor does undertake to relieve the 
situation he must do it according to the 
standards imposed by the law or face 
liability. 

Thus if I appear, at some time or other, 
to urge you to undertake mew activities 
you will be well aware that the assump- 
tion of responsibilities may be involved. 

Third, the doctrine of responsibility for 
all officers and agents, at law, is very 
often described by use of the Latin phrase 
respondeat superior. This is often incor- 
rectly translated into the phrase: “The act 
of the agent is the act of the principal.’ 
That translation is meaningless nonsense 
because it states a physical impossibility 


It means, rather, what it says: “Let the 
principal be responsible” (under certain 
conditions), but it heavily accents only 
the responsibility of the principal. It does 
not call sufficient attention to the respon- 
sibility of the agent. 

It is a little like the Commandment 
which refers to the Sabbath. Everyone un- 
derstands from that Commandment that 
we shouldn’t work on Sunday, but no one 
seems to remember that it begins with the 
words, ‘Six days shall thou labor!’ 

Agents and officers therefore, includ- 
ing controllers, must bear in mind con- 
stantly that depending on their actions 
and on their voluntary assumptions of ac- 
tions—there may be liabilities and that 
those liabilities may be strictly personal 
and individual, regardless of whether 
their corporate employes are, or are not, 
liable. 

What, then, are the recognized duties 
of the controller—and what correspond 
ingly are his responsibilities? Well, the 
picture is none too clear at law or in legal 
literature. We must build our own por- 
trait and that requires another lesson in 
the essentials of one branch of the law 
of corporations 

The duties of corporation officers must, 
speaking generally, be imposed upon an 
individual by the operation of law, by 
statute, or by contract. American corpo- 
rate law, which is hardly statutory, desig 
nates certain offices which have been his 
torically essential to the performance of 


What are his recognized duties 
and responsibilities by law? 


corporate functions and in many instances 
defines the basic duties of those ofhices. 

But corporate law, moving slowly and 
cautiously in the wake of corporate ex- 
pansion, has not yet formally recognized 
the position of controller as an essential 
corporate office by making it a statutory 
office. The courts have not yet been called 
upon apparently to define the duties of a 
controller. 


THE CONTROLLER nevertheless is an oth- 
cer or agent of the corporation and as such 
incurs certain legal responsibilities merely 
by virtue of being an ofhcer or agent. 
Technically only those persons are officers 
who hold positions that are provided for 
in the general corporate law or in the 
corporate by-laws. All other persons per- 
forming executive, managerial, or super- 
visory duties are corporate agents. 

That distinction is largely without a 
difference, however, so far as concerns 
legal responsibility. Officers and agents 
alike occupy a fiduciary relationship to 
the corporation. They must perform their 
duties faithfully, efficiently, and for the 
best interests of the corporation. They 
may not make a profit at the expense of 
the corporation. If they perform their 
duties negligently they are in legal theory 
responsible to the corporation for any 
damages that may flow from that negli- 
gence 

The theory is not the less valid because 
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the courts are reluctant to charge an officer 
or agent with responsibility for alleged 
negligence. The reason for the reluctance 
is that most cases of alleged negligence in- 
volve questions of business judgment and 
the court, which has the benefit of hind- 
sight, hesitates to substitute its judgment 
for that of the officer or agent. More- 
over, it is obviously difficult, if not im- 
possible, to determine just what damages 
the corporation has suffered because of 
such alleged negligence 

So that legal responsibility to the cor- 
poration flowing merely out of the office 
is not, I suppose, very great in a practical 
sense. The real risk lies, as usual, in being 
fired by the boss and in being liable, also, 
to the outside world 

Occasionally the legal duty and respon- 
sibility of the controller to the corpora- 
tion is defined in the corporate by-laws, 
or other organic corporate instruments, 
or even in an express contract between 
the corporation and the controller. Or 
more likely the duties of the office are 
shaped by and revealed by custom or 
precedent, although frankly I find no 
trace of any very clear pattern. 

What I do find is that the duties 
and responsibilities of controllers differ 
sharply in particular corporations, pri- 
marily because the office of controller is 
still in the process of development and 
because needs may differ between various 
types of The office of con- 
troller is a logical outgrowth of corporate 
expansion 

As business expanded and became 
more complex following the period of 
the Industrial Revolution, there was a 
growing need for more complete account- 
ing records. No longer could those in 
charge of a corporation’s affairs person- 
ally keep track of the far-flung operations 
of their business empire. The only way in 
which the corporation’s life and progress 
could be recorded was to reduce the multi- 
tudinous transactions into a common de- 


busine $ses 


nominator statistics 


TURN necessitated the mainte- 
1 


iS 


THIS IN 
nance of many varied records. The recore 
themselves became so complex that there 
individual who could 
and summarize them, 
and present heads of the 
various departments in the form of a 
digest. At first blush this looked like little 
more than a glorified bookkeeping func- 
tion with pictorial and literary aspects. 

But it naturally fell to the 
who was charged with the responsibility 
of determini:; what records must be kept 
and with the supervising of the keeping 
the task of 
and summarizing 


need for an 
analyze, 


was 
interpret 
them to the 


controller, 


of such records, to essay 


inter] 


tpt ting 


analyzing 


the records 
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Now you begin to see new factors in 
the role. Now you begin to speak in terms 
of top management. And you perceive, 
what is more, the intensity of concentra- 
tion of function in this sort of official. He 
became the one man in close and intimate 
contact with all the various ramifications 
of the corporate existence. His task of 
analyzing the overall picture necessitated 
a knowledge of sources of supply, of pro- 
duction, of operating and administrative 
costs, of marketing and of sales trends 
and sales potentials, and, armed with 
this knowledge, he became in many in- 
stances the president's right hand man 
and sometimes his logical successor. More 
and more the controller's main function 
became that of a coordinator. 

As was stated by C. E. Knoeppel in an 
address before the Chicago Control of the 
Controllers Institute of America in 1935: 


A DAY TO REMEMBER 

January 25, 1950—before that 
date every employer should have 
familiarized himself with the pro- 
visions of the new Wage and Hour 
Law which Congress passed in its 
recent session and which boosts the 
minimum wage to 75¢ per hour in 
addition to making other substan- 
tial changes in the Wage and Hour 


Law. 


“We can define controllership as the coor- 
dinating function in a business, working in a 
detached and unbiased way, and charged with 
the responsibility of planning for profits and 
providing suitable profit control machinery. 
It is the investigative, analytical, suggestive 
and advisory function, studying the business 
at all points all the time, and formulating 
what the proposed practice should be with 
reference to sales and production control as 
well as financial control, which, when ac 
cepted or modified by the executive manage- 
ment, becomes the approved practice for use 
by the performance or ‘line’ function.” 


Thus the controller quite naturally be- 
came identified with and reported to 


management and appeared destined to 


play an increasing role in the actual ad 


ministration of American business a 
tivity 
In 1938, however, an event took place 


which seems to me to have gravely af 
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fected our question and which gave con- 
trollership a new slant. In that year the 
McKesson & Robbins case struck both the 
general public and the accounting profes- 
sion with the intensity of an atom bomb 
and set off a chain reaction that is still 
continuing. 


McKesson & ROBBINS was a corpora- 
tion whose books were audited regularly 
and whose financial statements were cer- 
tified by one of the leading firms of in- 
dependent public accountants. There had 
been magic in a certification of that dig- 
nity. It had carried the final stamp of 
accuracy and approval. It laid at rest in 
the public mind any question of irregu- 
larity. Yet it transpired, in fact, that cer- 
tain of the corporation’s officials had 
fraudulently created $19 million in non- 
existent assets and had successfully con- 
cealed that fact from the accountants. This 
was the sort of development which called 
for immediate and drastic correction. 

As a result of the McKesson & Rob- 
bins case and of the hearings conducted 
by the Securities and Exchange Commis- 
sion On accounting practices then prevail- 
ing, steps were taken by the accounting 
profession to strengthen and enlarge the 
scope of its auditing procedures. In addi- 
tion, there was expressed a need for 
strengthening the public reporting foun- 
dations of business accounting. 

As Professor Ross Walker of 
vard Business School stated: 


Har- 


“The demand is plainly for a higher level 
of assurance as to the fiduciary dependability 
and technical soundness of published operat- 
ing reports than may be assumed to have 
been typical of American corporate practice 
up to this time.” 


One of the most frequently voiced 
means of assuring such fiduciary depend- 
ability and technical soundness was to 
strengthen the hand of the controller. 
But in what way was his hand to be 
strengthened ? Was he, and he alone, to 
be responsible for the accuracy of corpo- 
rate reports? And to whom was he to be 
responsible—to the management or di- 
rectly to the stockholders, and if the lat- 
ter, should the responsibility be widened 
to include the general public? In short, 
was his primary function to be that of 
an internal auditor of the ultimate watch- 
dog variety, charged with protecting the 
assets of the corporation and with the 
responsibility of reporting the steward- 
ship of management to the stockholders 
and the general public, or was his pri- 
mary function to be that of a ‘“‘coordin- 
ator’ integrated in high position in the 
management charged with successful op- 
eration of the business and responsible 
only to management ? 

At this point, you will observe, the 


Vadis? And I 


leading question is Quo 





may be permitted to observe, as a stu- 
dent of the law, that if, as I suspect to 
be the case, your profession is still strug- 
gling with the question of which fork 
in the road it ought to take or has taken 
or wishes it had taken, no one can fairly 
blame the law for having failed as yet to 
mark the trail clearly. It is as I have 
pointed out not the habit of the law to 
lay out trails; it is its function to mark 
them clearly and provide rules for their 
use. 

Exponents of the belief that the con- 
troller's first responsibility is to the stock- 
holders and the general public—that he 
is, in effect, a watchdog for the stock- 
holders—are many and prominent. Both 
the Securities and Exchange Commission 
and the New York Stock Exchange share 
the view of many controllers that the 
primary function of the controller is in- 
suring the accuracy and honesty of the 
reports, especially financial reports pub- 
lished by the corporation, and that his 
first responsibility is not to management 
but to the stockholders and the general 
public. The Honorable Robert E. Healy 
of the Securities and Exchange Commis- 
sion stated in a report to the Mid-West- 
ern Conference of the Controllers In- 
stitute : 


“What we need, it seems to me, is a re- 
turn to the recognition that the primary re- 
sponsibility for proper accounting rests on 
the corporate management in the person of 
the controller, Whether the books are au- 
dited or not, the stockholder has a right to 
look to the corporation’s own accounting 
system for an adequate, intelligible, and hon- 
est reporting of its affairs. Unless in its daily 
bookkeeping the corporation recognizes a 
responsibility to stockholders and investors, 
the most conscientious audits lose much of 
their meaning. 

“These then are your duties as controllers: 
to know and record the financial health of 
your patient, the corporation which em- 
ploys you; and to report your patient's prog- 
ress and condition to its owners. These duties 
are of prime importance to the continuance 
of our present mode of economic organiza- 
tion. You, as controllers, are the stock- 
holders’ first line of defense against an ir- 
responsible management.” 


THE SUB-COMMITTEE On audits and au 
dit procedure of the Committee on Stock 
Lists of the New York Stock Exchange 
issued a report wherein was contained 
the following statement: 


“More emphasis should be placed on the 
responsibility of the controller and the as- 
surance to him of adequate authority and 
facilities. The scope of his responsibilities 
should be fixed by the Board of Directors, 
and he should report periodically to them, in 
addition to making his customary reports to 
the operating management. 

“The controller or chief financial 
should sign the published financial 
ments of his company, even in those cases 


officer 
State- 


where the statements are accompanied by 
the report of the independent public ac- 
countant. 

“Independent and efficient accounting and 
internal auditing departments are a vital fac 
tor in assuring the accuracy of the books and 
published reports. The importance of the 
controller or internal auditor in these con- 
nections is paramount and the Board of Di- 
rectors should take an active interest in his 
selection.” 


Those subscribing to this theory are, 
of course, of the opinion that a control- 
ler whose first responsibility is to the 
stockholders and the general public 
who is, in effect, trustee of public confi- 
dence in published reports—must be 
given authority commensurate with his 
responsibility—must, in fact, be free to 
act independent of management if that 
is deemed necessary for the protection of 





“Would $150,000 square things ?” 


the stockholders. As James J. Caffrey, 
then Chairman of the Securities and Ex 
change Commission, stated in his letter 
of April 10, 1947, to Clyde Watkins, 
then Research Director of Controllership 
Foundation, Inc 


“The controller's area of responsibility in 
the field of accounts or the reporting thereof 
should not be diminishable by reason of re- 
upon other members 

management . . . His responsibili- 


liance instructions of 
of the 
ties respecting accounts should be individual 
and not dependent on his relative position in 
the corporate hierarchy.” 

Observe now where this trail, which 
we may call “Watchdog Road, 
ing, as the years go by. First, the control 


is lead 
ler is to report to the directors about the 


doings of officers; next, to stockholders 
about all corporate activities; finally, to 
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the general public as a sort of warrantor 
of genuineness and accuracy. This last 
turn in the road, of course, is just a para- 
dise for government regulatory agencies. 
The poor controller is just what they are 
looking for to supplement their own 
work in life. 

The views, for example, of the Se- 
curities and Exchange Commission have 
been incorporated into two statutes over 
which it has jurisdiction, namely, the 
Securities Act of 1933 and the Securities 
Exchange Act of 1934. 

Under the Securities Act of 1933 and 
the rules and regulations thereto a con- 
troller is defined as an officer of the 
corporation and, if he is the corpora- 
tion’s principal accounting officer, he 
must sign the registration statement 
which includes the prospectus pursuant 
to which the registered securities are 


sold. 


IN SUCH CASE the controller, merely by 
virtue of signing the registration state- 
ment, becomes liable to any purchaser of 
a security if the registration statements 
contains an untrue statement of a ma- 
terial fact or omits to state a material 
fact required to be stated therein or nec- 
essary to make the statements therein 
not misleading” unless the controller can 


satisfy the court that after reasonable 


investigation he had reasonable ground 
for and believed that the statements in 
the registration statement were true and 


that there was no omission to state a ma- 
terial fact. This liability attaches whether 
or not a registration statement or any 
part thereof was prepared by the control- 
ler 
Under the Securities and Exchange 
Act of 1934 certain corporations are re- 
quired to file annual and interim re- 
ports. The controller who furnishes any 
material to be included in such reports 
is personally liable to any person who 
purchases or sells the security in reliance 
false or misleading statements 
contained therein unless the controller 
acted in good faith and had no knowl- 
statement was false or 


on any 


edge that such 
misleading 

In both Acts criminal responsibilities 
are imposed upon any person who will- 
fully makes an untrue statement or omits 
to state a material fact. Thus it can be 
seen that at least in those two Acts the 
controller has a great and perhaps grow- 
ing responsibility to the public. 

Now let us go back to the fork in the 
road. You will remember that until 1938 
it looked as though the controller were 
going to move in a somewhat different 
direction and environment than we have 
just been traversing. Indeed many sound 
observers believe that we have been led 
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pretty well away from desirable terri- 
tory. 

These observers are firmly convinced 
that the primary function of the con- 
troller is that of imaginative and active 
coordinator and that, as adviser to the 
executive personnel, himself a member 
of the executive family, his first and per- 
haps his only responsibility is to man- 
agement. These observers argue that the 
controller who, as coordinator, correlates 
the activities of the various departments, 
strives for efficient overall operation, and 
endeavors at all times to promote the 
general corporate welfare affords even 
the stockholders far more protection than 
the controller who, as internal auditor, 
is charged merely with responsibility of 
reporting corporate practices. 

I suppose no one will any longer deny 
that a corporation is morally obligated 
to submit at least annually to its stock- 
holders and the general public an ade- 
quate, intelligible, and honest report of 
its affairs. There are those, however, who 
believe that the controller should be pri- 
marily and individually responsible for 
that report 


IT SEEMS PROBABLE that these reports 
are the responsibility of the whole man 
agement group and not of any one indi- 
vidual. While it is true that the control- 
ler may prepare much of the material 
that goes to make up the annual report 
of today, there little doubt that 
the report is the combined obligation of 
management. Thus delicate questions of 
disclosure, i.e., how far the report ought 
to go in disclosing information that may 
be helpful to competitors, are matters 
of policy decided by 
Management as a 

That the corporation of today has rec- 


seems 


which must be 


whole 
ognized its moral obligation to submit 
adequate annual reports is readily ap- 
parent when one compares the reports of 
today with those of ten years ago 
Corporations have learned of the enor 
mous public relations value of their an- 
nual reports. In many cases top advertis- 
ing men have given advice on matters of 
form, method of and the 
use of pictures and charts, The number 
of reports containing comparative figures 
Accounting terms 
are being replaced by terms more intelli- 


presentation, 


is increasing yearly 
gible and understandable to the general 
public Increasing attention ts being af 
forded to the place of the corporation in 
and its responsibility to our American 
system of free enterprise 

To be heard stockholders 


themselves criticize a corporation for 


sure I have 


spending so much money on its annual 


reports and I agree that a report issued 


on luscious bond paper which carefully 
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The Accountant's Responsibility 
Since the accountant’s responsibility is measurement and 
interpretation, and since the greatest portion of his efforts 
toward measurement has to do with the measurement of the 
performance of people, he would meet his responsibility 


most completely if he would: 


(1) Attain a greater knowledge of people ard their 


habits and motivations; 


(2) Attain mastery in the art of expression and inter- 
pretations of his measurements; 
(3) Seek more complete understanding of the science 


of accountants 
quence. 


and effect these developments in this se- 


—HAROLD C. STOTT 

Vice President and Treasurer 
Albert M. Greenfield & Co. 
Philadelphia, Pa. 





conceals all that you ought to know de- 
serves that criticism. Yet the amount 
spent, even on the most carefully pre- 
pared and widely distributed reports, is 
small in comparison with the huge sums 
expended on advertising of its products 
and continuous research to improve such 
products. 

A number of corporations submit an- 
nual reports to employes, recognizing 
that they have a stake in the future of the 


corporation as great as that of the stock- 


holders. 

A corporation cannot afford to have 
mistakes in its various reports. The loss 
of public confidence occasioned by the 
relatively few inaccuracies that have been 
discovered in such reports has been enor- 
mous. Business cannot afford the luxury 
of any mistakes in this important field. 

That management has recognized the 
importance of such reports and that con- 
trollers are vitally interested in this field 
is apparent from the number of articles 
appearing in THE CONTROLLER dealing 
with the methods to be employed in pre- 
senting information to the stockholders 
and the general public 

I have used the term, 
gated to submit reports,” 
American corporate law, in contrast to 
that of England, has not required corpo- 
rations to submit annual reports to stock- 
holders. None of the Acts administered 
by the Securities and Exchange Commis- 
sion requifes annual reports to be sub- 
mitted to stockholders. The Securities 
and Exchange Commission does require 
that corporations securities are 
registered on an exchange, public utili 
and investment companies submit 
information in the form of a 
statement to stockholders if, but 


morally obli- 
advisedly. 


whose 


ties 
certain 
proxy 
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only if, the management solicits proxies. 
Those proxy statements, as you know, 
must be accompanied or preceded by a 
certified balance sheet and profit and loss 
statement. 

You and I may believe that few stock- 
holders read those proxy statements, per- 
haps because they are formalistic and 
legalistic, yet none of us can be certain 
that full disclosure is not a deterrent to 
self-dealings between the corporation 
and its officers. 

The Securities and Exchange Com- 
mission also requires that annual and 
interim reports on such forms and contain- 
ing such information as may be pre- 
scribed by the Commission be filed by 
corporations whose stock is registered on 
an exchange, public utilities, investment 
companies, and corporations which have 
registered an issue of stock under the 
Securities Act of 1933 and have outstand- 
ing stock of that same issue with a value, 
computed at the public offering price, 
exceeding $2 million. While it is true 
that these particular reports are open to 
public inspection, a stockholder must 
journey to Washington to examine them. 


THUS IT CAN be seen that American cor- 
porations have gone far beyond the legal 
requirements in submitting to their stoc k. 
holders and the general public reports 
accounting for their stewardship. 

But if there is a need for greater as- 
surance of fiduciary dependability in these 
various corporate reports, and I am not 
so sure of that need, I am inclined to be- 
lieve that the desired fiduciary dependa- 
bility ought to be secured by raising the 
standards of management as a whole. I 
can scarcely believe that we will make 
sound progress by fixing responsibility 
on one individual and then, as has been 


(Continued on Page 34) 
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before waltzing on a wire becomes easy as falling off. 
But anyone, after a few minutes’ instruction, can add, sub- 
tract, multiply and divide with a Comptometer Adding- 
Calculating Machine! 


[hat’s because the Comptometer is surprisingly easy to 
operate. Naturally, at first, you won’t have the lickety-rip 
speed of a trained operator*. But, after a bit of practice, 
you'll handle even complicated figure work easily. 

There’s no involved “‘setting up”. . . nary a complicated 


bar, crank or lever. Only Comptometer has the patented 


Controlled-Key safeguard that enforces operating accuracy 


Your nearest Comptometer representative will gladly ex- 


plain how easily and accurately the Comptometer can handle 


your own figure work. He’s as near as your telephone! 


¢ o Re bad To M Ee T E R Made only by Felt & Tarrant Manufacturing Co *Skilled operators, trained at Company 


REG. U.S. PAT. OFF 4 
Chicago, and sold exclusively by its Comptometer "Hes schools throughout the country, can be 


ADDING-CALCULATING MACHINES _ Division, 1734 N. Paulina St, Chicago 22. III , furnished for large-volume figure work 





To Pay or Not to Pay Dividends 
W. 9. Stanley 


1KE HAMLET, when he uttered the 

famous “to be or not to be” solilo- 
quy, American industry is today on the 
horns of a dilemma. Shall dividends be 
increased or earnings retained to finance 
expansion and replacements or to in- 
crease working capital for a rainy day? 
And next, if earnings are not retained 
for this expansion, then where will the 
money be found to finance it? 

One industry has reached a pretty 
definite decision on this subject and, by 
and large, is abiding by it. That is the 
electric utility industry which, recent 
statistics show, is presently paying out-in 
dividends more than 709% of its earn- 
ings. In fact, if weight is given to the 
size of the various utility companies (in 
terms, for example, of their gross op- 
erating revenue), the pay-out appears 
to be over 75% 

It is highly significant that the final 
plan of integration of the large Niagara 
Hudson Power System, as recently ap- 
proved by the Securities and Exchange 
Commission under the Holding Com- 
pany Act, pay-out in 
dividends of from 75% to 80% of con- 
solidated earnings of the recapitalized 
company over the next five years. Fur- 
thermore, Rochester Gas & Electric Com- 
pany in its recent divestment from the 
General Public Utilities Company sys- 
tem indicates a pay-out of about 90% 


contemplates a 


Blank & Stoller 


of its pro forma earnings for the latest 
available period. 

But, it may be said, the electric in- 
dustry is comparatively stable and can 
afford to pay out a greater part of its 
earnings than other types of industry 
whose earnings fluctuate to a greater 
degree. 

There can be no quarrel with this con- 
tention, but, on the other hand, the rec- 
ord indicates that for many years before 
the second World War American indus- 
try had been paying out an average of 
about two-thirds of its earnings. How- 
ever, in the three postwar years this pay- 
out sank to an average of only about 
three-eighths of the earnings. This was 
also about the percentage pay-out for 
1948. These averages include the electric 
utility industry, a considerable portion 
of the whole, so that the percentage pay- 
out of other industry generally is lower 
than the recent overall average 

Much is being said today about the 
scarcity of new equity capital. Comment 
is also made from time to time on the 
fact that common stocks of American 
industrial corporations are selling at an 
average of about five times their earn- 
ings as compared with the old rule of 
thumb of ten times earnings. In other 
words, a dollar of earnings of American 
industrial corporations can be bought to- 
day for about half as much as formerly. 


W. F. STANLEY is Vice President, Secretary, and Comp- 


troller of Southwestern Public Service Company, Dallas, 
Texas. He has spent over 25 years in financial corporate 
accounting and federal tax and legal matters, was formerly 
associated with Loeb & Eame, public utility engineers, in 
1939 became Secretary and Treasurer of General Public 
Utilities, predecessor to his present organization. With 
Herbert L. Nichols, Mr. Stanley pioneered in a plan of 
helping to insure success of common stock offerings by 
permitting stockholders to subscribe over pre-emptive rights. 
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Would new equity capital be 
attracted by liberalization? 


However, this is not true of earnings of 
electric utilities. They still command an 
average of about $11 of market value 
for each $1 earned, or 11 times earnings. 

Corporate earnings, in order to have 
any real value in our economy, must be 
translated into value for the stockhold- 
ers who own the enterprise, and this 
value to the stockholders can be re- 
flected only through income in the form 
of dividends or, if earnings are retained, 
then their value must be reflected by an 
increased price of the stock. 

While average dividend yield on 
stocks of American industrial corpora- 
tions is somewhat higher than tradi- 
tional levels, this average is by no means 
twice as high as the historical record, in- 
dicating that while the investing public 
will still pay about the same amount for 
a dollar of dividends as formerly, they 
will pay very little for the portion of the 
earnings not distributed in dividends 
because they feel that they may never re- 
ceive these retained earnings, that if 
they do not receive a fair share of the 
earnings in good times they cannot ex- 
pect to do so in bad times. 


MANY REASONS are advanced for the 
low price-to-earnings ratio at which so 
many stocks are selling, ratios which 
as to a great many listed stocks are as 
low as $3 of market price, or even $2, 
for each dollar of earnings. Uncertainty 
as to the future, fear of diminishing 
earnings are certainly factors. But un- 
certainties always exist to a greater or 
lesser degree. Our income tax rates, with 
double taxation of corporate earnings 
through taxing dividends, is no doubt 
another important factor. It is obvious 
that the tax situation is unjust and bur- 
densome, but relief in this respect seems 
a long way off. It is significant to note 
that tax rates even higher than those 
now existing did not prevent the rise in 
market level of stocks in 1945 and 1946. 

But may not the unprecedentedly low 
dividend pay-out, which constitutes a 
reversal of financial traditions of many 
years standing, also be an important con- 
tributing factor to this low price-earn- 
ings ratio as well as to the so-called 
dearth of new equity capital ? 





In the electric utility industry the rec- 
ord shows the price-earnings ratio rises 
almost directly in proportion to the in- 
crease in the percentage of earnings paid 
out in dividends. There are a number of 
exceptions, but they only tend to prove 
the rule. Naturally, variations are 
greater in other industries, but again 
the record indicates that the price-earn- 
ings ratio tends to rise or fall with the 
percentage of earnings distributed. 


To BE SPECIFIC, let us consider one in- 
dustry selected at random for this pur- 
pose—the pulp and paper industry. A 
recent digest covering ten leading com- 
panies in this industry showed that only 
two were selling at more than five 
times their earnings and that these two 
companies were the only ones in this 
group that paid out more than 50% of 
their earnings in dividends. The table 
shows the average pay-out and price- 
earnings ratio broken down into three 
groups, as indicated: 


PROPORTION OF LATEST 12 MONTHS 
EARNINGS PAID IN DIVIDENDS 
Price 
Earnings 
Ratio 


Jo of Earnings 
Paid in 
Dividends 


Pulp & Paper 


No. of Compantes 
Over 50% 


53.3% 


30% to 50% 


38% 


under 30% 
25 % 


This seems to demonstrate the impor- 
tance of the dividend pay-out in deter- 
mining price earnings ratio in this in- 
dustry and, while studies have not been 
made by the writer as to other indus- 
tries, it is believed that an analysis would 
show a similar status. 

But what is the industry to do if it 
needs cash for expansion or replace- 
ments? It should not, and cannot, bor- 
row to excess. Its only alternative to re- 
taining a large part of the earnings and 
so reducing dividends is to sell more 
equity stock. Under present conditions 
this means selling more common stock 
on a five to one price-earnings ratio. 
The cost of this common stock money to 
the corporation would be 20% or more 
—much more in many Cases, 

The average cost of new money to the 
paper companies included in the above 
analysis which pay out less than 50% of 
their earnings in dividends would be 
around obviously prohibitive 

On the other hand, the two compa- 
nies paying out more than 509% of their 
earnings could raise new equity money 
on about an 11% basis, and one of them 
Scott Paper Company, probably at a 
9% cost—by no means unreasonable 


33% 


American (as Association 


3 


4 


Better balance needed . . . 


TERR AD a 


Incidentally, this is the company of 
which Thomas B. McCabe, Chairman of 
the Federal Reserve Board, for 
merly President. Mr. McCabe referred 
to the low dividend pay-out of Ameri 
can corporations in recent 
forceful statement suggesting improve 
ment of the tax structure. 

May not this prohibitive cost of new 
equity, with which so many corporations 
are confronted, be intimately related to 
their dividend policy—to the small per 
centage of earnings distributed to their 
stockholders ? May not this be a 
cite le, the dividends 
cost of equity 
heights and this prohibitive 
venting necessary 


was 


his very 


viciou 


low increasing the 


money to prohibitive 
cost pr 


equity financing and 
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thus compelling the retention of earn- 
ings for expansion? And so around and 
around we go. 

What will happen to the American 
system of private enterprise and venture 
upital if these conditidnms continue in- 
definitely? Our system cannot function 
normally when, 2 
ment is discouraged by withholding 
from stockholders the one thing the ma- 
jority evidently desire most—cash divi- 


as now, cquity invest- 


dends 
Is there truly a scarcity of equity 
ipital or only a fear there might be? 
Let us turn again to the electric util 
For several years this in 
been raising 
yuity capital successfully and in large 


ity industry 


istry 


has continuously 


.. JANUARY 1950 





19 





amounts. The electric utility industry 
has embarked upon an expansion pro- 
gram of unprecedented proportions. It 
is in the midst of that program today 
and so far has had no difficulty in ob- 
taining, at a reasonable cost, the new 
equity capital needed for its expansion. 
The greater part of this new capital has 
been obtained from stockholders of the 
companies through offering rights to sub- 
scribe for additional shares. 


TO PARTICULARIZE, let us consider the 
experience of Southwestern Public Serv- 
ice Company, selected as an example be- 
cause it is most familiar to the writer 
and also because it is, perhaps, one of 
the outstanding instances of the high 
degree of expansion which the electric 
industry is experiencing. 

I believe United States Steel made the 
statement that within the last five years 
it had spent in expansion and rehabilita- 
tion an aggregate amount well over its 
total net income for the period. In the 


last three years Southwestern Public 


Service has spent about $40 million for 
additional facilities, nearly doubling its 
total plant in this period. These ex- 
penditures were nearly four times its 
net income for the same period. Of this 
amount, about $22 million was financed 
through the sale of funded debt, $3 mil- 


lion by sale of preferred stock, and over 
$7 million by the sale of common stock 
total financing of more than 80% of 
its construction expenditures. 
Additional common stock was offered 
to stockholders for subscription in each 
of the years 1947, 1948, and 1949. In 
1947 95% of the stock was subscribed 
for; in 1948, 131%, an oversubscription; 
and in 1949 subscriptions totaled 210%, 
or more than twice the new equity called 
for, and the highest subscription re- 
ceived to date by any utility. 
Southwesern inaugurated the policy 
of permitting stockholders to subscribe 
for stock in excess of their pro rata pro- 
portion of the new offering, subject to 
allotment in case of oversubscription, 
and also inaugurated payment of com- 
missions to security dealers for assisting 
stockholders in exercising warrants. 
Both of these techniques proved valuable 
in obtaining subscriptions. Furthermore, 
case the stock was offered on 
about a 10% cost of money basis and 
at a discount from market levels of 
10% of This modest discount, 
coupled with the fact that most of the 
stock was taken by stockholders, re- 
duced the dilution factor to a minimum. 
These results speak for themselves, 


in each 


less 


and almost equal success has been ex 
perienced by many other electric utility 


companies. In the light of these achieve- 


THE CONTROLLER 


ments it seems difficult to contend that 
there is a scarcity of new equity capital. 
The availability of new equity capital 
has also been confirmed by the striking 
increase in sales of shares of mutual 
open end investment trusts in 1949. 
But why have these results been 
achieved by the utility industry? Grant- 
ing the relative stability of the industry 
as compared with other enterprise, it 
is generally conceded that an important 
contributing factor has been the liberal 
dividend policies followed by these 
utility companies, policies which have 
satisfied their stockholders and have 
made them willing to make further in- 
vestments to provide the new capital 
needed from time to time. In other 
words, stockholders of these companies 
have been paid a liberal share of the 
earnings and then given the option of 
re-investing it in the business, instead of 


VANISHING INVESTORS 


In recent years the investment 
public has shown a diminishing 
willingness to put its savings into 
“risk” or “venture” capital. In 
1928, for example, more than 53% 
of all new corporate capital publicly 
raised was in the form of stock; in 
1948 the comparable figure was 
only 17%. 

Federal Reserve Board studies re- 
veal that fewer than one out of ten 
American families owns any corpor- 
ate stock. On the other hand, half 
the families with annual incomes of 
$7,500 and up own such invest- 
ments, almost a fourth of those with 
$5,000-7,500. — 


eee er ee _ -Sc Ol ee 


being forced to re-invest against their 
will, or at least without their consent. 
It would seem that stockholders de- 
sire, not unreasonably, to have the op- 
tion of deciding whether or not they 
wish to invest these earnings in the 
business or use the funds for other pur- 
poses. It likewise appears from the rec- 
ord that stockholders receive 
liberal dividend treatment—and earn- 
ings and prospects are good most of 
them are willing to make the re-invest- 
ment required to expand the company’s 


where 


facilities. 

It is conceded that the nature of the 
electric utility industry, a regulated mo- 
nopoly entitled, at least theoretically, to 
a reasonable return on the investment, 
gives this industry a higher degree of 
stability and security than most other 
forms of corporate enterprise. More 
liberal dividend policies might not en- 
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able many industrial corporations to 
readily attract the new equity capital 
they need at fair rates. But, while there 
may be many exceptions, it does seem 
that a liberalization of dividend policy 
to the maximum extent possible in any 
particular case offers the best hope of 
attracting mew equity capital, since it 
would tend to raise the price-earnings 
ratio to levels where equity financing 
can be done without undue dilution, and 
also, by satisfying the stockholders, 
make them more willing to provide the 
necessary equity funds. 

The burdensome tax structure, by 
siphoning off most of the income of 
wealthy investors, has reduced both 
their ability and their desire to purchase 
equity securities for income. It thus ap- 
pears that industry must look increas- 
ingly to lower income groups for new 
equity capital, and these are the groups 
who apparently desire to receive maxi- 
mum dividends and who can be ap- 
pealed to successfully only by a liberal 
dividend policy. Even in the top bracket 
income group many favor higher divi- 
dends, not for the income itself but for 
the capital appreciation that accompa- 
nies them. 

In his article in the April 1949 issue 
of THE CONTROLLER, Dexter M. Keezer 
stated that 20% of the corporations in- 
cluded in a five-year McGraw-Hill sur- 
vey would like to sell additional stock. 
Despite this there have been few stock 
offerings by industry generally. 


UNDER THESE circumstances, should not 
management of American industry give 
careful consideration to a more liberal 
dividend policy as a key to unlock the 
gates behind which the supply of equity 
capital appears to be stored? A modern 
and aggressive financing policy coupled 
with larger dividends might go far to- 
ward solving the problems of highly 
discounted earnings and dearth of equity 
capital. These policies seem to have suc- 
cessfully solved these same problems 
for the electric utility industry. With in- 
genuity and courage, might they not 
serve many _ industrial corporations 
equally well? 

The policy of a large portion of 
American industry might well be likened 
to a corporation that efficiently pro- 
duced a good product with a reasonable 
profit margin and then packaged it in 
a manner distasteful to the consumers. 
In this case the basic product is the 
earnings, and the packaging is the 
adoption of policies most likely to trans- 
late those earnings into value, and the 
consumer is the stockholder. In terms of 
this metaphor, liberal dividends seem 
to be the form of “packaging” of corpo- 
rate earnings necessary to make equity 
stocks attractive to American investors. 





Making the Most of Your 
Controllers Conference 


Wyman Pp. Giske 


MERICANS are firm believers in conven- 

tions and conferences. While it is 
easy to ridicule the play aspects of these 
affairs it is more important to recognize 
the tremendous amount of work that is 
accomplished at them. 

A good case can be made that the never- 
ending curiosity and urge to learn how to 
do the job better, or more cheaply, are 
primary causes for American industrial 
leadership. Our business people have ac- 
cepted the thesis that an exchange of ideas 
and experiences through conferences and 
other g tar is one trade in which both 
parties must win. The new ideas each gets 
are always more valuable than the ideas 
given. For each the former will yield fu- 
ture returns, while the latter have already 
paid off. 

Conferences and conventions have been 
used by private companies for many years 
as a method of improving sales perform- 
ance. They are being increasingly used in 
other functional areas. In particular, con- 
trollers and other accounting officers are 
finding the device a most valuable one. 
New instances of controllers conferences 
come to light almost every week. The 
spread of decentralization of operations 
and of management responsibility make 
this natural and necessary. The need for 
better communications both down and up 
the line is only one reason that it has hap- 
pened. 

The results of these controllers con- 
ferences have been for the most part suc- 
cessful. They have filled an obvious need. 
As a result, having put on one there is a 
natural enthusiasm to repeat. It is to be 
hoped that they will be continued, and 
that use of them will spread to more and 
more companies. 

Where conferences have been repeated, 
however, there has been evident in too 
many instances a decreasing effectiveness. 
This has not been due to any inherent 
lack of soundness in the device. It has 
been due rather to a lack of skill and un- 
derstanding in the use of conferences. 

Professionals who have had the respon- 
sibility for planning conferences and con- 
ventions all have learned the hard way 
that it is a difficult task to put on a success- 
ful affair and an even more difficult task 
to repeat it year after year. There is re- 


quired analysis of objectives, a full under- 
standing of the advantages and disad- 
vantages of the conference idea, experi- 
ence with all the available techniques of 
conference operation, plus effective or- 
ganization and operation if the result is 
to be a really successful convention. 
There are many tricks to the trade. These 
must all be learned and applied if suc 
cess is to be assured. 

The first step in conference planning 
and operation must be a careful definition 
of objectives. Why hold a conference at 
all? Why not use some other method to 
accomplish the desired result ? 

Too often the initial reason is a need 
of the moment, such as getting across to 
the accounting organization a new policy 
or procedure. This certainly is one good 
reason for holding a conference, but a 
little thought will easily develop addi 
tional equally good reasons, some of 
which will provide a sounder basis for a 
series of conferences. They all involve 
various aspects of the problems of in 
forming, consulting, inspiring and en- 
thusing, and training the divisional and 
plant organization, as follows 


A. Inform and Clarify 
1. Inform as to plans and pro 
gram for the near future 
2. Present new policies and pro 
cedures. 


Some pointers on successful 
preparation and follow-up 


Build understanding of com- 
pany objectives. 

Build understanding of home 
office functions and organiza 
tron. 

Exchange experiences and 
methods of meeting problems. 


B. Consult 
1. Get ideas of staff as to prob- 
lems and improvements in 
program and procedures. 
2. Use staff to develop policy and 
program. 


C. Inspire and Enthuse 
1. Inspire and enthuse for better 
performanc e 
Build a team spirit. 
3, Change Organization chart 
from names to personalities. 


D. Develop Personnel (Train) 
1. Provide training as to objec 
policies, organization, 
and program of controller's 
department. 
2. Train in job responsibilities 
what they are, and what ¢a- 
pacities, skills, experience, 
and knowledge they require, 
3. Train in essentials to meet job 
responsibilities—general and 
technical knowledge and skills. 
i. Give better understanding of 


tives, 
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company objectives, opera- 
tions, processes, and problems. 


With so many possible reasons for 
holding a conference it becomes impor- 
tant to define the particular objectives for 
each conference. Otherwise too much will 
be attempted, or the best selection of tech- 
niques to accomplish the objectives will 
not be made. It will ordinarily be possible 
to accomplish more than a single purpose, 
if the plans are carefully drawn. Indeed 
one of the major criticisms which may be 
directed against many conferences is that 
they have been limited to informing when, 
by some slight modification in the man- 
ner of holding, much more could have 
been done. 

Six steps must be follow ed in planning 
and operating a conference, of which four 
must precede the actual occasion and one 
must follow it. They are: 


1. Define special objectives. 
Why hold the conference ? 
2. Plan type of conference to meet 
objectives. 
Who should be included ? 
How long should it last ? 
Where shall it be held ? 
What sort of program and activi- 


? 


tres 
Etc. 
3. Develop program in detail. 
Technical program 
Other activities 
4. Make all arrangements. 
Meeting place 
Luncheon and 
ment 
Housing 
Transportation 
Entertainment 
Speakers and 
pants 
Plant visits 
Props for meetings 
Charts and visual material 
Announcements and invitations 
Etc. 


5. Operate the Conference 


dinner arrange- 


program partici- 


6. Follow-up 


From the list above the amount of time 
and organization required to plan and 
run a should _ be 
Three to six months is not too long a time 
for the necessary preparation for a two 
Professional and 


conference obvious 


to four-day conference 
technical associations that put on annual 
start planning for 


next year's convention just as soon as this 


conventions usually 
one’s is completed. It never takes less than 
six months 

Nor can it be a one-man job. The brains 
and experience of a sizable group are re 
quired to develop the best objectives and 
to meet those 


then to plan a conference 


obj tives 
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Company Conferences 


“Company sales conferences are a common device for 
announcing, discussing, and administering a program. Com- 


pany controllers conferences 


are less common,” wrote 


Wayne C. Marks, Controller of General Foods Corporation, 
New York, in giving the January 1948 issue of THE CON- 
TROLLER the case history of a company controllers confer- 
ence held by General Foods. 

Report of a similar conference held by General Aniline 
& Film Corporation, New York, was carried m the Septem- 


ber 1949 issue. 


Some companies employ professional 
help in various aspects of the job. As 
much as possible should be done from 
within the company, however, if for no 
other reason than to assure a program 
which meets the particular needs of the 
company and to provide opportunities for 
the testing and developing of the mana- 
gerial abilities of various staff members. 

A paper could be written on every step 
in the planning and operation of a con- 
ference. Associations have prepared man- 
uals in order that those responsible may 
make sure that nothing has been over- 
looked and that the benefits of past ex- 
perience may be reflected in future af- 
fairs. 

There are many basic policy questions 
and endless details to be decided and 
taken care of. Where should the confer- 
ence be held? In a big city? At a resort? 
In one of the company’s plants? How 
long should it last? At what point in 
length will diminishing returns appear, or 
will the loss of time from the job begin 
to hurt ? Who should be included ? What 
kind of entertainment if any should be 
offered? All of these affect final success. 


ONE OR TWO general comments on pro- 
gram building may be helpful to those 
contemplating a conference. 

In the first place it must be recognized 
that everything that is done during the 
conference is really a part of the program 
and will certainly affect the results. Thus 
details of arrangements are important in 
keeping the men in the best possible physi- 
cal and mental condition to absorb the 
technical material. Arrangements can 
build or undermine morale. They can en 
courage or hinder exchange of expert- 
ence, 

Items to be considered in this connec- 
tion are housing, luncheon and dinnet 
arrangements, entertainment, etc. An af 
ternoon spent on the golf links can give 
a necessary break in the learning process, 
encourage a friendly atmosphere, start or 
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weld friendships that will be a substantial 
resource on the job, and provide for ex- 
change of experiences and problems. At a 
cocktail hour the men from the field can 
learn that the man with whom they have 
been having an argument by correspond- 
ence is, after all, a pleasant and intelligent 
person. Names wil turn into personali- 
ties. All this helps and contributes towards 
at least part of the objectives of the typi- 
cal conference. 

In the technical program itself three 
mistakes are commonly made: (1) too 
much is attempted, (2) advantage is not 
taken of available techniques, (3) there 
is a deadly monotony instead of a refresh- 
ing change of pace. Each of these mis- 
takes deserves expansion. 


Attempting Too Much 


Very shortly after a group sits down to 
plan a conference it learns that there is 
plenty that can be done. There is never 
a shortage of problems or topics to be 
covered, The question becomes one of fit- 
ting in and cutting out. Generally there 
has been far too little cutting out. 

In a recent, and fairly typical, two-day 
conference fifteen different presentations 
were made in four sessions. The smallest 
number in any session was three! This is 
too much—far more than the average per- 
son can absorb effectively. Most experi- 
enced program builders would never at- 
tempt to present more than ten papers in 
two days, and would perfer to limit it to 
eight. 

Every new speaker is a new personality 
to be adjusted to. Every new topic is a 
new idea or problem to which the listener's 
attention must be switched. In one after- 
noon the listeners at the conference re- 
ferred to were expected to cover the range 
of (a) methods analysis, (b) control pro- 
cedures, and (c) statistical presentation. 
Don't attempt too much! 

Not only are too many topics included: 
usually each of the topics taken up is so 
broad that it is impossible to do more 
than a superficial or very general job in 
discussing it. Practical operating people 
want more than this. They can get the 
generalities out of textbooks. What they 
need are specific examples of how it may 





be done or how they may best attack a 
problem. Make your — specific and 
narrow, rather than broad. 


Selection of Techniques 

Most conferences are a series of pre- 
sentations—usually speeches by home of- 
fice people. There is commonly an inade- 
quate use of visual aids. When it comes 
to audience participation it is a rare con- 
ference that includes much of any. An 
occasional use of the conference type of 
discussion is about the only example. 

It is true that most sessions do include 
so-called discussion periods following the 
presentation of papers, but these are all 
too often unproductive. They must be 
planned and controlled if they are to 
work. The most they ordinarily accom- 
plish is to force general speakers to be- 
come specific. 

What are the available tools? In addi- 
tion to regular papers there are conference 
discussions, demonstrations, panel discus- 
sions, and debates. Visual methods can be 
introduced into papers or demonstrations, 
or straight visual methods (such as mo- 
tion pictures, film slide presentations, 
etc.) can be substituted. Plant visits can 
be used to demonstrate processes and 
working conditions. On-the-job demon- 
strations are possibilities for small groups. 
Doctors have recently been using televi- 
sion projections of actual surgical opera- 
tions. Perhaps our imaginations can find 

ually effective ways of showing how a 


ec 
iob can be done most effectively. Cer- 
tainly there are better ways than hours 
and sessions and days of speeches. 


A Change of Pace 

We can learn an important lesson from 
salespeople in the matter of change of 
pace. They know enough not to do the 
same thing hour after hour throughout 
the day. Some of their convention antics 
may seem undignified to an accountant, 
but at the very least they break the monot- 
ony—at best they take smart advantage of 
the psychology of learning and inspira- 
tion. Most of them advance the objectives 
of the conference by building enthusiasm, 
inspiring the men to greater efforts, or 
dramatizing some point. 

Such simple things as a break for 
smokes are fairly obvious and are used 
pretty generally. Nevertheless it is not un- 
common to see conference schedules in 
which every minute of every session is 
accounted for, just as if the minutes had 
to balance out like dollars and cents 
Where this is done the almost inevitable 
result is that some speaker takes longer 
than he is supposed to (one of them al- 
ways does), and then the whole session 
bogs down. 

There are many possibilities for a 
change of pace. In a three- or four-day 
conference it frequently makes sense to 
schedule a free pe a in the middle 
of the conference. Or an afternoon or day 


can be used for golf, a plant visit, or for 
some organized social activity. These can 
all contribute much to the conference in 
addition to providing a needed break and 
change of pace. 

In technical sessions different types of 
presentations can be inter-mixed. A visual 
presentation can follow a paper. A panel 
discussion can be introduced at some 
point and get across the idea better than 
ould be accomplished in any other way. 
A “‘seventh-inning stretch’’ can be intro- 
duced. Even an occasional skit can be 
considered to lighten the sessions. Drama 
has always been a good way to get an idea 
across. 

In any event the result of such a change 
of pace will be a better adaptation of the 
available techniques to the topics and a 
variety that will give a much needed lift 
to the participants. 


IT REQUIRES a great deal of effort and no 
little expense to put on a good confer- 
ence. The return can be substantially in- 
creased by proper consideration to follow 
up. Perhaps there are notes that can go to 
conferees. Those present can be consulted 
to measure success and to determine 
what should be done differently the next 
time. Nothing should be left undone to 
tie the whole thing together in a nice 
package. 

Many times even more can be done in 
the way of follow-up. Those present at 
the conference will usually be a selected 
group, such as division and plant con 
trollers. Each of those present has local 
responsibilities. If he can be encouraged 
and helped to pass on relevant informa 
tion and training to his subordinates the 
benefits can be multiplied considerably 
Perhaps he can be given discussion ma 
terial for use with his local tgp Or a 
team can be organized to go about and 
hold plant meetings of a follow-up na 
ture. Those going out from the home of 
fice—regular staff men and internal audi 
tors—can be briefed as to important 
points covered in order that they may get 
a measure on improvement in perform 
ance. 

However it is attempted, this follow-up 
must be recognized as an essential part of 
the whole. It requires as careful planning 
as the conference sessions themselves 

Conferences are a most useful device 
and should be more widely used. Success 
in using them, however, depends on care 
ful definition of objectives, careful plan 
ning, sound operation, and good follow 
up. Too much should not be attempted 
All the available tools—and not merely 
formal papers—-should be considered in 
the planning. Plenty of time should be 
allowed for planning and preparation. If 
all this is done substantial benefits are 
certain, and the conference can be re 
peated year after year with continuing 


success 
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Labor Organizations Top “Tax Exempts” 


More than $8 billions of business receipts were beyond 
the reach of federal tax collectors in 1946 because the re- 
ceipts involved had exempt status. So states a recent report 
from the Internal Revenue Bureau in Washington, D. C., 
which, according to the Associated Press, assembled the in- 
formation by direction of Congress. 

Most of the money, the Bureau stated, flowed to farm 
cooperatives; charitable, scientific, and educational assocta- 
tions; and mutual savings banks. In point of numbers, labor 
organizations topped the list. 

A compilation of returns filed by 99,467 tax-exempt or- 
ganizations, showing total receipts of $9,852,752,000 and 
“business receipts’ of $8,175,932,000 in 1946, was released 
by the Bureau 

The $8 billion figure was immediately challenged, subse- 
quent to release of the report, by Representative Noah M. 
Mason, of Illinois, who declared that “today close to $50 
billions of business volume—not the Treasury's measly $8 
billions—is dodging fair payment of income taxes. And 
that amount is growing bigger each year.’ 

Mr. Mason is the author of a bill to tax the business earn- 
ings of tax exempt groups. The bill is pending before the 
House Ways and Means Committee. 

In challenging the $8 billion figure Mr. Mason declared, 
“Only 6,000 farmer co-operatives out of more than 10,000 
reported. And the volume of business shown in their returns 
is only $5.6 billions, though it is well established that they 
did three times that much last year. 

“City consumer co-ops are required to make no return, 
because the Treasury calls them income taxpayers—and 
then issues regulations that let this kind of storekeeper 
avoid payment of practically all the tax that his competitors 
have to pay 


Reporting Long-Term Leases 


Long-term leases should be reported in the lessee’s finan- 
cial statements if they involve significant amounts, the Com- 
mittee on Accounting Procedure of the American Institute 
of Accountants declared in a recent bulletin. The committee 
states that in its opinion “material amounts of fixed rentals 
and other liabilities maturing in future years under long- 
term leases and possible related contingencies are material 
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facts affecting judgments based on the financial statements 
of a corporation.” 

Those who rely upon financial statements, the committee 
adds, “are entitled to know of the existence of such leases 
and the extent of the obligations thereunder.” 

The bulletin directs attention to the growing practice by 
which a company builds a plant or store and then sells it to 
an investor, such as an insurance company, subject to a long- 
term lease and in some cases subject to an agreement for 
repurchase of the property when the lease expires. How- 
ever, the committee recommends that all long-term leases 
involving significant amounts should be disclosed. 

The committee points out that some of these long-term 
lease arrangements are virtually installment purchases of the 
property. It recommends that where this is clearly evident, 
the leased property should be included among the assets of 
the lessee, with suitable accounting for the corresponding 
liabilities and for related charges in the income statement. 


“New Feel” in Annual Reports 

The sense of feel has been introduced in the 1948-49 fis- 
cal year report to employes of ATF Incorporated and its 
subsidiaries in the form of a jigsaw cutout designed to dem- 
onstrate the economics of American business. 

Discussing this latest innovation in employe relations, 
Thomas Roy Jones, ATF’s president, said “there is a real 
need for all of us who benefit widely from our existing eco- 
nomic system to understand, in terms of one company at 
least, the factors which make it work. We have tried in this 
report, with such features as the cutout, to make it easier to 
understand what is frequently regarded as a complex and 
difficult subject.” 

ATF’s cutout an 8 x 10” composite picture of the com- 
pany’s products and its income dollar, is die-cut into 28 
pieces in jigsaw fashion to illustrate the proportionate divi- 
sion of corporate income—employes’ wages, officers’ sala- 
ries, stockholders’ dividends, raw materials, etc.—and to 
demonstrate that the company picture cannot be complete 
with even a single piece missing. 

The income dollar is cut into eight pie chart sections, 
each labeled with an expenditure item and varying in size 
according to the actual amount provided by the company. 
The surrounding composite picture of company products is 
cut into 20 irregularly shaped pieces. The cutout, sealed in 
a transparent glassine envelope, is inserted in a 24-page 
booklet which utilizes cartoons and photographs to report 
on company activities and finances for the year ended 
March 31, 1949. 

Two years ago ATF told its story in a booklet largely 
composed of cartoons, then a new idea in financial report- 
ing to employes. Last year Mr. Jones sent each employe an- 
other pictorial report on ATF’s progress, and added a per- 
sonal message on a phonograph record. 

This year's printed report accompanying the jigsaw re- 
tains the motif of past years, but it is not entirely pictorial 
since it includes a formal (and understandable) statement 
of company income and expenses, as well as assets and lia- 
bilities. 


PAUL HAASE 
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CHAPTER 1. Business Forecasting 


URING THE PAST two decades more and more 

business men have learned that to minimize the 
effect of chance as a factor determining success or fail- 
ure, it is profitable to use economic forecasts in planning 
the affairs of their companies. These progressive man- 
agements have become aware of the advantages to be ob- 
tained by delegating the job to specialists. Forecasting 
has grown in response to specific demands—the result 
of painful recurring inventory losses, widening accept- 
ance of operating budgets, increased planning of pro- 
duction, capital asset expansion, personnel needs, etc. 

Management recognizes the need but doubts that it 
can obtain reasonably correct forecasts. The great num- 
ber of intangibles and variables involved in economic 
forecasting, and the inability of economists to come to 
decisions, have discouraged the business man. 

What can the economist do? Like the business man, 
the economist must deal with the complex results of 
economic and political action taken by human beings, 
and these cannot be analyzed in a truly scientific man- 
ner. 

The tools of the practicing economist are statistics of 
indeterminable accuracy; a knowledge of how people 
have acted in the past in situations which have been 
similar in some respects; a disciplined mind; knowledge 
derived as a result of critical observation; imagination 
and common sense. With these instruments the econ- 
omist endeavors to determine what people will do in 
the economic situations in which they will live and what 
the results of their activities will be. 


CHAPTER 2. The Forecast 


Probably the most important single forecast used by 
management is the sales forecast. It must evaluate both 
external and internal factors and arrive at a reasonable 
assumption. Every forecast will be wrong in the sense 
that actual events will not be absolutely identical with 
those described. If management makes proper use of the 
forecast, however, it can be useful without being ab- 
solutely accurate. The only worthwhile test is: Hou 
profitable were the decisions of management based on 
the forecast? 


Both short-term and long-term forecasts have their 
uses. A short-term forecast, in addition to its use for 
current operations, aids in understanding and explaining 
how conditions described in a long-term forecast prob- 
ably will be developed. An accurate long-term forecast, 
in addition to guiding on capital expenditure, may 
clarify the significance of short-term developments. 
Thus a short-term and a long-term forecast complement 
each other, and the development of one is a means of 
increasing the accuracy and utility of the other. 

A forecast may be a description of a probable pattern 
of development in an economic situation, or it may be a 
definition of the volume or level of activity within a 
particular period. The first type of forecast—commonly 
known as the “pattern” forecast—is an expression of 
the timing of change. What will be the behavior of sales 
during the year? The second type of sales forecast—the 
“level” forecast—is a definition of volume anticipated 
during a period of time. How many dollars of sales will 
be sold next year? In general, level forecasts are used 
for budgetary control purposes; pattern forecasts are 
used to determine inventory, purchase and investment 


policy. 
CHAPTER 3. Factors which Determine Sales and Profits 


An attempt to forecast the sales and profits of a par- 
ticular business without understanding what factors in 
combination will determine such matters is almost cer- 
tain to lead eventually to disillusionment, frustration, 
waste, and loss. One method of approach, given here, 
separates those factors which are largely subject to the 
control of management from these which are largely 
beyond control. 


I. Controllable or Internal Factors 

A. The quality of a product 

How is the product used by customers? Why do peo- 
ple buy it? What potential unrealized uses may exist? 
What changes in the product would induce potential 
customers to use more of the commodity? What substi- 
tutes for the product are now being used? 


B. The cost of producing and distributing a product 
What changes are to be expected in manufacturing 
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and distributing costs? How is the product made? What 
proportion of total costs is represented by each of the 
different elements? What merchandising methods are 
used by the company? 


C. The speed with which management adopts the 
enterprise to new conditions 


II. Uncontrollable or External Factors 


A. Managerial skill of competing enterprises 

The skill with which managers of competing enter- 
prises deal with cost reduction, pricing, merchandising 
aids, product improvement, production planning, indus- 
trial relations, etc. 


B. Business activity determined largely by: 

1. Expectations of consumers, producers, investors, 
managers, speculators, legislators and political author- 
ities. 

2. Status and/or changes of the economic and polit- 
ical ‘‘rules of the game.” 


‘ 


C. Economic ‘accidents’ 

Such as the discovery of new products, strikes, entry 
or withdrawal of competitors, unusual weather, cus- 
tomer fads, political campaigns, wars, etc. 

All these classes of factors must be taken into ac- 
count. 


CHAPTER 4. The Estimate of the Economic Situation 


Progressive management usually looks to the econ- 
omist for analysis of those economic factors which are 
largely beyond its control. This must be done before 
projecting the probable future of a particular business. 

Since true economic equilibrium never exists for 
more than a few moments at a time, the task of fore- 
casting is to determine what is out of balance, why, and 
when the turn is likely to come. 

The technique of forecasting by analogy—assuming 
that events will follow the same sequence that they did 
in 1914, 1921, of 1929—is dangerous. Differences as 
well as similarities should be determined and under- 
stood. It cannot be used as a substitute for careful com- 
petent analysis. Only after the current economic situa- 
tion has been studied in all its aspects—“‘expectations,” 
changes in the rules, types and causes of unbalance— 
can the resulting “complex of judgments’ be used as 
a basis of forecasts for a particular business. 


CHAPTER 5. National Output 

In discussing economic affairs, it is natural and easy 
to speak of “‘national production” and “national out- 
put.”” It is considerably harder to define exactly what 
these words really mean, and the task of actually meas- 
uring national output is formidable. 

Real National Production is the aggregate of all com- 
modities which the people of a nation want enough to 
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spend the effort to produce. The most commonly used 
measure is the monthly index of industrial production 
compiled by the Federal Reserve Board. This index is 
reported in terms of important component industries, as 
well as for all manufacturing, thus is doubly useful to 
the forecaster. 

When a measure of national output in terms of dol- 
lars is desired, the estimate of National Income com- 
monly is employed. National Income, defined as “an 
estimate of the net value of marketable commodities 
produced,” is now calculated monthly by the National 
Income Unit of the Bureau of Foreign and Domestic 
Commerce, which aggregates careful estimates of all 
wages, salaries, dividends, net rents, net interest, entre- 
preneurial income, and retained earnings of business 
corporations for the period. 

National Expenditure is the aggregate of the ex- 
penditures of three different kinds of customers—indi- 
vidual consumers, businesses, and government. Ordi- 
narily aggregate expenditure by ultimate consumers is 
much larger than the expenditures of government and 
business. Only during World War II did government 
expenditure rise to the point where it approximated the 
total of consumer expenditure. And it may be anticipated 
that a large part of aggregate national output will be 
purchased by government in the future. 

The only expenditure made by businesses which is 
included in National Expenditure is capital fund in- 
vestment (commonly known as “private gross capital 
formation’’). This consists of the algebraic sum of net 
change in business inventories, net export of goods and 
services, private expenditures for producers’ equipment, 
and all privately financed new construction. This item 
of National Expenditure is an exceedingly important 
economic factor, for prosperity seldom prevails in this 
country unless private gross capital formation is high. 


CHAPTER 6. The Money we Use 

Since almost every effort employed in producing sal- 
able goods or services is measurable in terms of dollars, 
it is natural that important changes in the monetary 
structure, or in the quality and quantity of money, may 
greatly affect both price and volume of goods and serv- 
ices produced. 

In the United States, prior to the depression of the 
1930's, most economists subscribed to the quantity 
theory of money—that is, that “prices are directly af- 
fected by the quantity of money existing and that 
changes in the quantity of money produce changes in 
prices.’ In later years the idea was developed that the 
velocity with which currency “circulated” was a factor 
of importance in determining the level of prices. It was 
assumed that an increase in the velocity of circulation 
would have the same effect as an expansion of the money 
supply, because each monetary unit would do more 
“work” if it were circulated from hand to hand more 
rapidly. 
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Unfortunately it is impossible to obtain a direct meas- 
urement of the velocity with which our money circulates. 
Attempts to measure velocity have not proved to be very 
useful. It has been found useful, however, to use an 
objective measurement of the relationship between Na- 
tional Production (expressed in dollars) and the liquid 
money supply (total money less time deposits in savings 
banks). The result may be considered to be a measure- 
ment of change in the use of money in productive ac- 
tivity. This relationship may be determined by dividing 
the estimate of National Income by the money supply. 

Over a long period of time this ratio has risen during 
periods of rising economic activity and declined during 
periods of recession. In view of the fact that the ratio 
of the liquid money supply to National Income actually 
has varied in a manner similar to that which would be 
expected of consumer and investor confidence (when 
individuals and managers are willing to spend and in- 
vest funds, production increases and prices rise; or, con- 
versely, when the owners of funds decide to accumulate 
sums of money, economic activity decreases and prices 
decline), this ratio can be used in forecasting as a meas- 
ure of the “use of money.” 

The relationship of the money supply to National In- 
come is only a tool whose use depends upon the fore- 
caster’s understanding of other forces which affect the 
supply of money. For instance: How will the Federal 
Authority Administration manage the debt; what kind 
of owners hold government obligations and in approxi- 
mately what quantity; what are these owners likely to 
do with their holdings in view of changes in their re- 
quirements and expectations? 

By appraising such information, the forecasters can 
develop conclusions concerning the magnitude of the 
future money supply and its effect on volume and price 


CHAPTER 7. Organization of Statistical Data 


The author advises the casual reader to skip this chap- 
ter in which details of technique employed in handling 
the statistics of national activity are described. 


Twelve standardized tables are suggested. These are: 


I. National Income by Distributive Shares 
II. National Income Produced in Industrial Divi- 
sions 
III. Disposition of National Income 
IV. Government Receipts 
V. Government Expenditure 
VI. Private Gross Capital Formation 
. Consumer Expenditure 
. Gross National Expenditure 
. Derivation of the Money Supply 
. Federal Financing of Cash Requirements 
. Change in Ownership of Public Debt 
- Future Money Supply 


CHAPTER 8. Com petition 

Probable actions of competitors must be thoroughly 
considered. For the purposes of this book competition 
may be divided into inter-industry and intra-industry 
struggle. Inter-industry competitive effort largely con- 
sists of action taken to induce consumers to buy the 
products of one industry, rather than those of another. 
Although inter-industry competition is an important 
factor in long-range forecasts, competition between com- 
panies within an industry always is of more immediate 
importance. 

Both trade association statistics and market surveys 
are helpful in assessing the strength of competition. 
Where possible, the financial statements of comhpetitors 
are analyzed in order for competitive relationships to be 
understood and forecast. From balance sheets and op- 
erating statements four useful ratios may be obtained: 


1. The cost of manufacturing as a percentage of sales. 
2. The cost of distribution and general administra- 
tion as a percentage of sales. 
3. Net income before taxes as a percentage of sales. 
. Net income before taxes as a percentage of capital 
employed. 


By using these ratios it may be possible to determine 
which members of an industry are most efficient in 
manufacturing, distributing, or administrating. While 
the economist may be in a position to estimate quantita- 
tive changes in competitive relationships, other mem- 
bers of his organization are generally more conversant 
with competitive relationships on both tactical and 
strategic levels and can help to develop a really useful 
estimate of the future competitive position. 


CHAPTER 9. Business Cycles 


Since business cycles result from the fact that indi- 
viduals may defer producing or purchasing commod- 
ities, a nation which has attained a relatively high scale 
of living is more vulnerable to cyclical fluctuations in 
production and prices than a people on a bare subsist- 
ence level 

To begin the description of how a cyclical movement 
develops, assume that the economy is in the first phase 
of recovery from a major depression. Managers and en- 
trepreneurs are still afraid to invest or spend. Most con- 
sumers, remembering past troubles, avoid debt and try 
to maintain liquid savings. 

As time passes, the evidence that boldness is profit- 
able gradually dispels the caution and pessimism com- 
mon in a depression. Success seems to attend the eco- 
nomic ventures of the aggressive and reckless. When 
this psychological stage is reached, economic activity ex- 
pands rapidly. 

People finally come to believe that profit is the in- 
evitable result of business activity—rather than a reward 
for providing useful products at prices which customers 
are willing and able to pay. 
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Numerous uneconomic ventures result. Consumers 
become used to higher incomes and assume financial re- 
sponsibilities which they cannot fulfill. With national 
output above the ‘level of equilibrium,” even minor 
events may precipitate a decline of investment and con- 
sumption. 

During the deflation many uneconomic enterprises 
and reckless investors are liquidated. Audacity in eco- 
nomic affairs is considered of itself a cause of failure. 
National output and prices fall as managers and indi- 
viduals strive to adjust expenses to declining incomes. 
Finally, a stage in the recession is reached when some 
combination of events will bring about more optimistic 
views. bhe cycle is complete. 

By decomposing an index of industrial production, 
one cycle with a period of 41 months can be discerned, 
and a second cycle with a period of more than ro years. 
In addition to these two elements, one may observe the 
effect of ‘‘accidents’’ in a historical series. 

Apparently the concept of short-term cycles can be 
used. with some degree of confidence because of the 
way: business men formulate purchasing, production, 
and expansion policies and because of the way consum- 
ers manage their personal finances. On the basis of ex- 
perience it may be assumed that enough business man- 
agers and consumers will grow over-optimistic or sated 
from time to time to throw the economy out of balance. 

The long-term cycle of 10 to 15 years has existed 
since the industrial revolution, beginning either in a 
period of depression or whenever a change of the first 
magnitude is made in the monetary structure. This cycle 
develops with a surge of capital investment, increased 
production and consumer income; then an excess of 
capital facilities, a crisis, a prolonged decline in business 
activity, and a major depression. 

There is another cycle or factor which cannot be ig- 
nored in long-term forecasting. The habits and culture 
of a people change so slowly and naturally that the 
change is either ignored or not understood. But it may 
be profound—nipping out the buggy industry; making 
radio a major one. 

The recurring seasonal pattern of sales of some kinds 
of merchandise is so generally known that this factor is 
not discussed at length. 


CHAPTER 10. Economic Models 


“Economic models,” as defined by the author, are 
mathematical descriptions of specific economic situa- 
tions—estimates of the level and pattern of national 
output, national income, private gross capital formation, 
consumers’ expenditures, tax receipts, government ex- 
penditure, price levels, the indicated use of money, in- 
ventory change, etc. When these estimates are properly 
integrated, a statistical model of the economy as it is 
expected to be in the future evolves. By using economic 
models the economist is able to integrate a large number 
of different ideas, and thereby learn the probable com- 
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plementary effects of specific factors of importance in 
economic and political life. 

A number of pitfalls lie in the path of the unwary 
economist using statistics of this kind. Some theorists, 
subscribing to selected elements of Keynesian theory, 
assume that government expenditure is the major vari- 
able factor affecting national output and try to use these 
statistics as an equation into which the statistician can 
introduce ‘‘x’’ dollars of government expenditure and 
obtain ‘‘y’ dollars of private investment, consumption, 
and employment. The world does not work that way. 

Others assume that either perfect equilibrium or a 
desired situation in the economy will prevail—also un- 
realistic. Projections must be the result of a mixture of 
logic, analogy, standard cycles, long-term trends, etc. 
After the important key series have been individually 
projected, their inter-relationships must be studied and 
compared with the evidence of past experience to see if 
they make sense. 

Last, the economic model must be reviewed and 
modified at frequent intervals as new information is ob- 
tained. 


CHAPTER 11. Mechanical Forecasting Devices 


A mechanical forecasting device is a system of statis- 
tics which is intended to eliminate the necessity for 
thinking. The naive owner of this type of contraption 
introduces figures into a miraculous formula with the 
object of obtaining forecasts. Such instruments depend 
on the assumption that history always repeats itself. 

Barometric forecasting devices sometimes are devel- 
oped by studying the leads and lags to be found in 
statistical series at times when major reversals in the 
trend of business activity occurred in the past. A second 
type of barometer sometimes is developed by using in- 
ventory and order statistics. Much time and effort has 
been spent developing mechanical forecasting devices 
and techniques of using such instruments for the pur- 
pose of forecasting the future trend of prices on the 
stock market. Until 1924 a considerable measure of re- 
liance might have been placed in the forecasting value 
of barometers based on relationships between short- and 
long-term interest rates, between interest rates and in- 
dustrial production, and between equity prices and the 
volume of business activity. Since 1924, however, 
mechanical devices based on the foregoing series have 
been almost useless for the purposes of short-term fore- 
casting. The reason for this is the activities of the Fed- 
eral Reserve Banks and political authorities in monetary 
management. 

Some mechanical statistical systems are intended to 
indicate when in future years booms, depressions, and 
turning points which introduce major changes in the 
trend of business activity are to be expected. It is pos- 
sible to get into considerable trouble by adopting the 
view that business cycles have rigid periods. 

Experience shows that mechanical devices do not al- 
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ways work, even when first devised; that they tend to go 
out of date; to lull the user into ignoring important fac- 
tors that lie outside his formula, and seldom indicate 
changes in economic weather early enough to allow ad- 
justments by management. 


CHAPTER 12. Price Forecasting 


Any forecasting of the trend of prices must follow 
the development of a comprehensive “estimate of the 
economic situation.” Managers must consider the fol- 
lowing five major categories of prices: 


. Services of employes 
. Raw materials and parts 
. Commodities sold 
. Corporate equities 
5. Borrowed capital 


Changes in wage rates and finished commodity prices 
in the economy as a whole will reflect both the overall 
state of supply and demand, and the strategy and 
strength of union leadership in the plant and the indus- 
try. The so-called ‘‘vicious spiral’ of wages and prices 
—upward or downward—must be considered by the 
forecaster. 

Forecasts of the general price level must, in general, 
precede detailed study of trends for wages and individ- 
ual commodity prices. 

Forecasts of selling prices involve the following fac- 
tors: manufacturing, merchandising, competitive posi- 
tion of the business, the competitive position of the in- 
dustry, prospective volume of demand, and profit de- 
sired. 

Since common stock prices usually interpret the ex- 
pectations of managers, consumers, and analysts, they 
are generally considered an indicator of whether or not 
the economy is in a position to purchase new equities. 

Interest rates reflect a complex of forces—supply and 
demand for funds, conditions in the commercial money 
market, and action by the Government (including the 
Federal Reserve Board). 


CHAPTER 13. Turning Points in Sales and Profits 


Since turning points in neither the short-term nor the 
long-term future can be forecast exactly and with cer- 
tainty, the forecaster and management must be content 
to understand approximately when such changes may be 
anticipated and under what conditions. 

As evidence of maladjustments within the supply of 
commodities offered for sale, the relation of department 
store inventories to sales is worthy of careful study; also, 
what consumers have on hand; the excess productive 
capacity. Statistical series designed to measure monthly 
change in the cost of labor per unit of production are 
particularly useful. When a rapid increase in raw mate- 
rial costs is topped by rising labor costs, a recession may 
result. 

When shrewd business men take a longer position in 


speculative commodities, and sophisticated investors be- 
gin to buy, recovery is on the way. But then, who is 
shrewd, and who is sophisticated? That is a matter of 
the forecaster’s judgment. 


CHAPTER 14. Product Classification 


Know your product—whether its market is ‘‘mature,”’ 
or not; its relation to other items in the line, to com- 
petitors’ lines, and to other contenders for the consum- 
et’s dollar. To what extent can its purchase be deferred 
by customers? Is the product sold in small quantities to 
many customers or in large quantities to few customers? 

It is helpful to classify products by the degree of de- 
mand: 

1. Undeveloped Products (products in the laboratory 
stage or those which have not been introduced on 
the market—for example, technicolor television) 

. Developing Products (commodities for which the 
market is being developed or expanded—for ex- 
ample, nylon and plastic) 

. Established Products (commodities which have 
been developed to the ultimate point—for ex- 
ample, cigarettes) 


It is important to analyze the efficiency of the manu- 
facturing and distributing functions. Some enterprises 
are able to produce a commodity efficiently, and yet are 
unable to distribute economically because the selling 
costs incurred would be greatly in excess of compet- 
itors. Conversely, some companies are able to distribute 
a commodity efficiently, but would be unable to manu- 
facture the product in competition with other producers. 

Consideration should be given to the degree to which 
potential customers are able to defer purchasing Jiffer- 
ent types of commodities. At one extreme are the neces: 
sary articles such as bread or soap; at the opposite ex- 
treme are the luxury and durable items such as auto- 
mobiles or television sets. 


CHAPTER 15. Assembling the Sales Forecast 


As the first step, the forecaster submits a brief writ- 
ten description of “assumptions,” abstracted from his 
estimate of the economic situation, for criticism, revi- 
sion, and approval of top management. 

Tentative estimates are then made of the probable 
sales of the ‘‘structural’’ products* in the line of com- 
modities sold. These tentative estimates then are sub- 
jected to review and criticism and, after final revision 
and approval, become the forecasts used in company 
planning. 

The technique employed in estimating the domestic 
demand for ‘structural’ products involves studying the 
relationship of commodity sales and prices with meas- 
ures of the activity in national markets. The tentative 

* Products around which a manufacturing business is organized, 


as against derived products,” both adapted (end use different from 
the major use made of the structural item) and by-products. 
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sales estimate should be composed of a forecast of the 
unit volume of sales to be anticipated and the price at 
which the commodity probably will be sold. When fore- 
casting the probable demand for a product which has 
both original use and replacement markets, it is advis- 
able to make a separate estimate of sales to each of these 
two markets. 

First, an estimate of the probable sales of the product 
ot industry is established; then, the share which your 
company will get. Before forecasting selling prices to be 
applied to the unit, always consider the probable trend 
and level of cost prices—materials and labor. 

Forecasts of dollar sales of principal products come 
first, then complementary or minor products and by- 
products, The summarized forecast is then ready for re- 
view and adoption by management. 

In the Armstrong Cork Company the forecasting 
committee consists of the vice president and controller, 
the treasurer, the manager of production planning and 
inventory control, and the economist. (Obviously the 
make-up of this group will be determined by personal- 
ities and responsibilities. ) 

Seve: 1 weeks before formal meetings are held special 
forms are issued to the sales managers, together with a 
statement of the basic assumptions on which the forecast 
is to be developed. These forms are designed to stand- 
ardize the estimates which are submitted by the sales 
managers, The final committee forecast is taken to the 


president's office for review, revision, and approval as 
the basis of an operating budget. 


CHAPTER 16. Conclusion 


When the utility of economic forecasting is discussed 
by experienced business men, the prevailing opinion 
frequently is similar to that expressed by the farmer, 
who, on seeing a giraffe for the first time, exclaimed, 
“There ain't no such animal.” The frequency of such 
opinions indicates that competent forecasting is not com- 
mon. At present few business enterprises employ per- 
sonnel able to perform the function effectively. 

In the foregoing chapters a tested practical forecast 
ing technique has been described. The methods out- 
lined have been used for many years in operations of 
the Armstrong Cork Company. Although some of the 
technique may be unique, a large part of it is followed 
in other companies 

Skeptics do not understand what a competent prac- 
ticing economist can and cannot do, and the amount of 
time and effort needed to do a good job. Many a busi- 


ness man, who would not expect a lawyer to develop an 
opinion on a legal matter during a casual conversation, 
or who would not think it reasonable for a physician 
to give a physical examination on a street corner, will 
ask a professional economist, “What do you think of 
the outlook for business?’ two minutes after meeting 
him. Ordinarily the answers to this question, posed in 
these circumstances, are worth about what they cost. 

Another business man may doubt the utility of eco- 
nomic forecasting because of an unfortunate experience. 
The causes of error in business forecasting are several 
and are worthy of comment. 

A business economist must possess an adequate 
knowledge of economic theory, business practice, fi- 
nance, and statistical procedure, and must know where 
to obtain pertinent information. He must have contact 
with other practicing business economists as a source of 
information and competent criticism. His temperament 
is ordinarily quite different from that of the best sales- 
men, production men, or popular leaders. He must be 
immune to the efforts of masters of the art of persua- 
sion. He must be unmoved by the tides of mass opinion, 
yet must recognize and allow for them in developing his 
judgments. Since the “engineering of public opinion” 
has also been professionalized, the forecaster must sub- 
ject commonly held opinions to skeptical search. He 
must subdue his hopes, desires, and fears regarding the 
future to the point where they do not affect his ability to 
reason or recognize factual evidence. He can make no 
graver error than to permit himself the luxury of opti- 
mistic Or pessimistic emotions concerning economic de- 
velopments. Finally, although the economist must be 
almost inhumanly dispassionate, he must not allow this 
facet of his personality to prevent him from becoming 
an effective member of an organization team. 

The development and use of adequate economic fore- 
casting by business enterprise can become a factor tend- 
ing to stabilize productive activity and employment. 
While great booms and depressions will continue to be 
generated by mass psychology, political conflict, and 
manipulation of the currency, competent economic fore- 
casting by business management will tend to set limits 
to inflationary and deflationary excesses. 

Finally, competent forecasting will enable manage- 
ment to perform better the primary function of privately 
owned business—namely, to provide people with the 
goods and services which they want and are able and 
willing to buy, and to do it at a profit. Those enterprises 
with the best forecasts possess a competitive advantage. 
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Accounting in the '50’s Discussed 
at AIA Annual Meeting 


HE 62ND Annual Meeting of the 
American Institute of Accountants 
and the best attended in the history of 
that organization—-was held October 31- 
November 3 in the Biltmore Hotel, Los 
Angeles. More than 1,600 people at- 
tended the four-day sessions, which were 
devoted to the theme, “Accounting in 
the '50’s.” Five technical sessions made 
up the bulk of the program, their sub- 
jects being: Accounting Services to Small 
Business; Government, Industry, and 
Accounting in the ‘50's; Tax Settlement 
Problems; Current Developments in In- 
come Taxation; and Progress in Theory 

and Practice 

At the general session of the conven- 
tion J. Harold Stewart of Boston was 
elected president of the Institute, and 
the following were chosen vice presi- 
dents: George O. Carlson of Los An- 
geles, a partner in the accounting firm of 
Ernst & Ernst; Maurice Austin of New 
York; James I. Keller, Jr., of Miami; 
and Maurice H. Stans of Chicago. War- 
ren W. Nissley of New York was 
elected treasurer 

At the same session Colonel Robert 
H. Montgomery of New York received 
the American Institute’s annual award 
for the most important published work 
in accounting—'‘Auditing Theory and 
Practice’—and Hiram T. Scovill, Pro- 
fessor of Accounting at the University 
of Illinois, was similarly honored for 
outstanding service to the accounting 
profession 

Leonard B. Johnson of New Haven, a 
former special agent for the Federal Bu- 
reau of Investigation and now a partner 
in the T. M. Byxbee Company, opened 
the technical session on accounting for 
small business with a discussion of audits 
for embezzlement. Describing investiga- 
tive procedures which, he said, could 
man-hours of “needlepoint 
auditing,”” Mr. Johnson deprecated the 
idea that an could place 
himself in the position of the embezzler 

‘This may 
stories,’ the 


save many 
investigator 
and thereby solve the case 
read well in detective 

speaker said, ‘but the technique has lit 
tle practical value. The person responsi 
ble for the shortage is not thinking 
If he were, there would be no 
Johnson recommended 


logically 
shortage.” Mr 
instead ‘‘a painstaking attention to de 
tail” added FBI's 


which, he was the 
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“secret weapon” in its own successful 
investigations. 

Clifford V. Heimbucher of San Fran- 
cisco, second speaker at the session, out- 
lined some typical methods of develop- 
ing internal control and some sampling 
tests to insure that the planned program 
for auditing inventories and receivables 
has actually been followed. “The two 
most important considerations to keep 
in mind,” he pointed out, ‘are that the 
auditor should have some physical con- 
tact with the inventories and that he 





NEW AIA PRESIDENT 


J. HAROLD STEWART, partner in 
the accounting firm of Stewart, 
Watts and Bollong, Boston, was 
elected president of the American 
Institute of Accountants at its an- 
nual meeting in Los Angeles No- 
vember 1. 





should satisfy himself the client's repre- 
sentations as to inventories can be relied 
upon. This satisfaction should be based 
on procedures which he had adopted in 
a given case because he considers them 
appropriate—not merely because they 
conform to some prescribed minimum 
standards,’ 

Adequate statements for credit pur- 
poses were discussed by the final speaker 
at the opening session, T. W Johnson, 
Vice President of the Security-First Na- 
tional Bank of Los Angeles, who warned 
that many business leaders of today are 


JANUARY 1950 





26 


not “seasoned” to the possibility of an 
economic decline because of the last ten 
years of prosperity. Recalling that what 
goes up must come down, Mr. Johnson 
emphasized the importance of coopera- 
tion between the accounting and banking 
professions in preventing unsound fiscal 
practices, and said that accountants must 
exercise particular care in providing 
loan officers with audit reports that re- 
flect the real health of a business. 

“As members of the team of manage- 
ment,” the banker urged, “I should like 
to impress upon you the necessity of as- 
suming the role of financial doctor. Tell 
your client that he is treading on thin 
financial ice, and point out the risks be- 
ing assumed because of his unbalanced 
financial condition. Make him conscious of 
financial planning and the danger of drift- 
ing on an uncharted sea.” 

Divergent views of tax settlement 
machinery were presented at the tech- 
nical session on that subject. Aubrey R. 
Marrs, head of the Treasury Depart- 
ment’s Technical Staff, defended the 
record of his office in resolving disputes. 
He suggested that most complaints 
against the present system were a result 
of an emotional atmosphere traceable to 
“strong feeling and misunderstanding 
between a taxpayer and the revenue 
authorities.” He asked that complaints 
and criticisms be directed to him and as- 
sured that any arbitrary or unreasonable 
aspects would be fully examined. 

On the other hand, the need for im- 
provements in the system was the bur- 
den of remarks by Charles D. Hamel of 
Washington, former Chairman of the 
Board of Tax Appeals, who pointed 
out that revenue agents must realize 
their duty to the individual citizen as 
well as to the government. “One of the 
great principles which has come down 
to us through the common law and 
which is emphasized time and again in 
the Constitution,’ he declared, “is the 
protection of the individual against the 
great power of government. The most 
valuable asset which we can have is that 
of complete confidence on the part of 
the taxpaying citizen in the honesty, in- 
tegrity, and fairness of the employes of 
the Bureau.’ 

At the evening technical session on 
current tax developments Russell S. 
Bock of Los Angeles reviewed some of 
the tax decisions and rulings which 
were handed down during 1949. “Some 
of these cases,” he observed, “illustrate 
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the tendency of the courts in recent 
years to enact ‘judicial legislation.’ 
Maybe the lawyers consider this trend 
to be within the proper scope of the 
courts’ authority, but to one untrained 
in the intricacies of the law it appears 
that the courts are sometimes taking over 
the responsibility that our forefathers 
intended for Congress. 

“Don't try too hard to remember the 
cases we have been discussing,” the 
speaker warned in his summation, “'be- 
cause tomorrow the rules may be com- 
pletely changed by new decisions and 
rulings. The tax man must never stop 
his continuous review of new develop- 
ments if he is to fully protect his own 
interests and those of his clients.” 

This point was underscored by the fol- 
lowing speaker, Wallace M. Jensen of 
Detroit, who noted that “more than 
25,000 petitions have been filed with 
the Tax Court since its establishment in 
1942, and many of these are still pend- 
ing. If past experience is any guide, we 
can expect some interesting and novel 
decisions on many points which appear 
to be settled.” 

Two speakers at the Wednesday 
morning session accused federal gov- 
ernment agencies of inefficiency in their 
operations and deception in their finan- 
cial statements. John W. Hanes of New 
York, former Undersecretary of the 
Treasury and now a Director of the 
United States Lines Company and other 
corporations, credited the Hoover Com- 
mission report with creating a demand 
for governmental economy. ‘Never be- 
fore,’ he said, ‘‘has there been such gen- 
eral agreement, in and out of govern- 
ment, that strong steps must be taken to 
eliminate waste and inefficiency in the 
federal establishment 

Mr. Hanes warned against the present 
tendency for pressure groups of labor, 
business men, and farmers to look to 
the government for subsidies or assist- 
ance and declared that the Fair Deal 
follows the identical pattern imposed by 
the Socialists on England, ‘This pro- 
gram has destroyed the British Empire,” 
Mr. Hanes declared. “It will destroy us, 
if we let it 

Representative Norris Poulson of Los 
Ange les charged that federal agencies 
vary their accounting methods to conceal 
the true picture of their financial situa 
tion, and cited the Tennessee Valley 
Authority as one of the agencies with a 
faulty accounting system They keep 
their records,” he said, “in such a way 
as to prove what they want to prove and 
cover up what they don't want to dis 
4 lose 

Only through the medium of proper 
accounting can we truly bring out the 
facts and prove whether present govern 
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Are Accountants “Non-Professional”? 


At a meeting of the Controllers Institute's board of di- 
rectors last year Alvin H. Schettler, Vice President of Union 
Electric Company of Missouri, St. Louis, explained the de- 
cision of a regional Labor Relations Board in the case of 
the Automatic Electric Company which classified accountants 
as non-professional employes. The effect of this order was 
to automatically include the accountants with all other office 
employes for purposes of collective bargaining. On the other 
hand, it was pointed out that if they were classified as pro- 
fessional employes they would be entitled to decide as a 
separate group whether they desired to be represented by a 
bargaining unit. 

Subsequently, following a meeting of the Institute’s Com- 
mittee on Cooperation with the Government, at which mem- 
bers of the American Institute of Accountants, National 
Association of Cost Accountants, and Institute of Internal 
Auditors were present, the Institute’s Managing Director, 
Walter Mitchell, Jr., went to Washington with a statement 
representing the combined opinions of all four organiza- 
tions. The statement (which was put in the record of the 
Senate hearings) pointed out that ‘‘we believe such an em- 
ploye has professional status if he is charged with responsi- 
bility and discretion to analyze or interpret data or facts 
under circumstances such as to influence management de- 
cision,’ and was followed up with substantiating reasons. 

In July of last year the N.L.R.B. handed down an order 
which stated that none of the accountants (despite the fact 
that 24 of them have degrees in commerce or business ad- 
ministration) employed in the comptroller’s office of the 
Union Electric Company of Missouri is a ‘‘professional em- 
ploye,’’ but in the same decision most of the engineers in 
the company’s construction, production, and distribution de- 


partments were held to be “professional employes.” 
The decision in this case follows the pattern established 
by the Board in other cases. If these decisions establish a 


precedent that accountants as such do not qualify as profes- 
sional employes, then it is a matter of serious concern to 
everyone engaged in the practice of accounting, whether 
public or private, and to those interested in the field of ac- 
counting education. If this view prevails, the ultimate result 
will be an inevitable deterioration of the caliber of account- 
ing work which can have far-reaching consequences. 


mental trends are beneficial to the peo- 
ple of the country or to the bureaucrats 
alone,’ the speaker pointed out. “We 
cannot fight this issue on an ideological 
basis. We must fight it on a factual basis, 
and only through adequate accounting 
can that be done 

The Congressman proposed one way 
in which this could be done. “We have 
a branch of the government known as 


the General Accounting Office,” he said, 
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which is set up as the right arm of 
Congress to audit the various depart- 
ments of the government and to furnish 
the resultant information. The true 
value of the GAO has not been utilized 
to any extent. Auditing of private busi- 
ness in the not-too-distant past was pub- 
licly considered only as a means of de- 
tecting defalcations, However, its real 
purpose has been to present information 
and data necessary to enable the man- 
agement to use these audit reports in 
formulating future policies. 

“Likewise, the GAO should be utilized 





by Congress to obtain a true picture of 
the operations of the various depart- 
ments, not only for the purpose of de- 
termining past results but also as a 
basis to rectify errors and formulate cor- 
rective laws. Only in this way can Con- 
gress determine whether TVA and other 
government operations are actually do- 
ing the things they claim to be doing. 

“The GAO has been stifled by in- 
adequate appropriations due to the fact 
that the Congress does not fully appreci- 
ate the extent to which their services can 
be utilized. In fact, they are years be- 
hind in their audits. Then, too, they are 
forced to operate under antiquated sys- 
tems, due to the law.”’ 

Attorneys and accountants, the speaker 
concluded, should organize committees 
and offer recommendations for changes 
in the laws governing the General Ac- 
counting Office and the methods under 
which it operates. 

Dean Neil H. Jacoby of the School of 
Business Administration, University of 
California, called for a change in public 
attitudes towards profits as an essential 
step in promoting economic growth and 
prosperity. What the nation needs, he 
said, are “more accurate measurements 
and reporting of profits, and better 
popular education in the role of profits 
in our private enterprise, competitive 
economic system.” 

Pointing out that profits are needed 
as an incentive to investment and to in- 
sure the best utilization of economic re- 
sources, Dean Jacoby attacked high tax- 
ation of corporate profits as interfering 
with the proper functioning of our eco- 
nomic system. “If profit theory and func- 
tions were fully understood,” he said, 
“there would be wide support of cor- 
porate tax reduction and eventual elimi 
nation of the tax—instead of further in- 
creases in its rate.” 

Predicting that the United States will 
probably have a long-term trend toward 
higher prices, with considerable short- 
term cyclical fluctuations, the speaker 
said that the measurement of profits by 
conventional accounting methods tends 
to accentuate business cycles by discour- 
aging investment during periods of fall- 
ing prices. While recognizing the diffi- 
culties involved in a change of account- 
ing methods, Dean Jacoby suggested the 
possibility of a dual system of reporting 
profits, which would show one figure on 
the basis of historic costs and another 
figure on the basis of current replace- 
ment values of plant and inventory. 

“Financial reports of business con- 
cerns to the public,” the speaker advo- 
cated, ‘should present both sets of fig- 
ures, but should emphasize profits fig- 
ures on a basis of recovering physical 
capital expended during the current in- 
come period, because these figures will 
be conducive to the most desirable de- 
cisions by management and the public.’ 
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PLANNING THE SOUTHERN CONTROLLERS CONFERENCE 


PLANS for the 1950 Southern Controllers Conference—scheduled to be held 
at the Shamrock Hotel in Houston, Texas, March 3-4, under the sponsorship of 
the Houston Control of the Controllers Institute of America—were under discus- 
sion when the above group of Houston Control members serving as Committee 
Chairmen met with the Institute’s regional vice president, J. R. Mulvey of Humble 


Oil & Refining Company. 


Seated (left to right) are: Charles C. Spratling of Duncan Coffee Company, 
Registration Committee; John B. Cookenboo of Houston Natural Gas Corpora- 
tion, Arrangements Committee; Mr. Mulvey; Ronald L. McVey of Tennessee Gas 
Transmission Company, president of the Houston Control, who is serving as 
General Chairman of the Conference; Fladger F. Tannery of Humble Oil & Re- 


fining Company, Program Committee. 


Standing (left to right) are: Richard E. Derby of Converted Rice, Inc., Inter- 
Control Attendance Committee; Arthur M. Glover of Earl McMillian, Inc., Pub- 
licity Committee; Russell M. Riggins of Arthur Young & Co., Finance Committee; 
George L. Duwe of Cameron Iron Works, Reception Committee. 

Ben Roshton of Kirby Petroleum Company, who was unable to be with the 
above gathering, is serving as General Vice Chairman. 


Industry Overhauling Methods 
of Buying Insurance Coverage 


In keeping with the growing recogni- 
tion that insurance buying is a specialized 
management requiring expert 
handling on a policy-making level, many 
corporations are overhauling policy and 
procedure for administering their insur- 
ance programs, points out the research re- 
Buying and Administering Corpo- 
prepared by the Ameri- 
can Management Association. Character 
ized by the Association as the first analy- 
management 


function 


port, 
rate Insurance, 
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The report was prepared by Russell B 
Gallagher, AMA insurance vice president 
ind Manager of Philco Corporation's In 
Department. It methods 


of determining policy on insurance mat 


surance covers 


THE CONTROLLER 


ters, organization ot company insurance 
departments and their position in the 
corporate structure, and the procedures 
used in determining day-to-day insurance 
matters including losses. Copies ate avail 
able from the American Management As- 
sociation, 330 West 42nd Street, New 
York 18, N. Y. Price $3.75. 

Experience reported in the study shows 
the need for companies to adopt written 
guides for the purchase of insurance and 
revise them periodically as the need for 
insurance coverage changes, AMA stated 
More and more companies, it reports, are 
adopting these practices to clarify their 
insurance programs 

The growing trend toward the employ 
ment of specialists for the administration 
of insurance buying is particularly evident 
among the larger companies, AMA found, 
but many of the smaller companies also 
employ full-time insurance administrators 
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The number of persons required to handle 
insurance buying ranges from one in the 
smaller companies to as high as 20 in 
some firms with assets of over $75 mil- 
lion. 

In most cases, AMA said, insurance 
Management is a function of the treas- 
urer's department (48% of the cases). 
In a few instances (4%) the corporation 
president supervises insurance matters; in 
the remainder the jurisdiction is given to 
a vice president, to the secretary, to the 
controller, or to some other executive of- 
ficer. 

A few firms reported that they have ob- 
tained excellent results with insurance 
committees, composed of two or three of 
the top officers and the full-time insur- 
ance administrator. Among the beneficial 
effects they cited: extra drive behind 
safety programs, better relationships be- 
tween departments, and increased insur- 
ance knowledge throughout the organiza- 
tion. 

Many of the 226 companies reporting 
have employed independent appraisers to 
establish their fire insurance values, and 
many others have made their own ap- 
praisals or have arrived at agreements 
with the carriers on their values. A sizable 
group, however, Mr. Gallagher found, is 
still using book values, despite the con- 
sequent danger of large insurance losses. 

The practice of submitting insurance 
for competition at each renewal date has 
both support and opposition among in- 
surance buyers, the survey disclosed. The 
majority of those that follow this custom 
report that insurance costs were reduced 
or coverage broadened as a result, Mr. 
Gallagher wrote, but opponents of the 
practice believe that where past good 
service is a matter of history only, there 
is little incentive for the insurance com- 
pany. 

On the matter of outside consultants, 
opinion was determined to be radically 
divided: one-third were favorably im- 
pressed with the work done by the outside 
consultant and considered the costs reason- 
able for the results obtained ; another third 
held directly the opposite opinion. The 
remainder of those who utilize such serv- 
ices volunteered no opinion on the subject. 
The service evidently has become so much 
a part of their business procedures that it is 
accepted without question or comment. 
More favorable comments were received 
from full-time insurance managers than 
from officers who handled insurance on a 
part-time basis. 

Other matters covered in the survey in- 
clude such subjects as coverages which 
are commonly self-insured, use of retro- 
spective rating plans for workmen's com- 
pensation and public liability, placement 
of coverage with different types of in- 
surer, reports to top management, meth- 
ods by which losses are adjusted, and 
reports and periodicals found useful by 
insurance administrators. 
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New Institute Committee to Study 
Management Planning and Control 


Because two recent polls among its 
membership have indicated a_ pro- 
nounced interest in problems of fore- 
casting and budgeting for profit, the 
Controllers Institute of America has 
established a special committee in that 
field, according to Wm. Herbert Carr, 
president of the Institute and Vice 
President and Treasurer of California 
Packing Corporation, San Francisco. 
Speaking at the December 1 meeting of 
the Institute's New York City Control, 
Mr. Carr outlined the scope of the new 
Committee on Management Planning 
and Control, and named those who had 
been designated to serve on it. 

“More can and should be done to 
emphasize and implement the control- 
ler’s responsibility for better business 
profits,” Mr, Carr declared. ‘Certainly 
the need for management to improve 
its forecasts, know its costs, and main- 
tain adequate budgetary control was 
never more evident than it is today. 

“Budgeting and forecasting, of course, 
are not ends in themselves. They are 
steps toward more efficient management 
planning and control,” the speaker ex- 
plained. ‘‘As presently used, they are 
confined, as a rule, to the short-term as- 
pect—-next year’s sales. A broader con- 
cept includes long-range planning, which 


would embrace not only next year’s 
sales but also the planning of future 
capital expenditures and the develop- 
ment of the control procedures neces- 
sary to keep expenditures in line with 
budgets. 

“Unfortunately, many executives who 
make up budgets and forecast sales do 
not possess adequate controls for mak- 
ing sure that the budgets will be fol- 
lowed. That is why the Institute wants 
to help its members understand their 
responsibility in this important field and 
to help them find ways to better profit 
realization.” 

Harry R. Lange, Vice President of 
Cutter Laboratories, Berkeley, Calif., has 
been appointed chairman of the new 
committee, Mr. Carr revealed, while 
Stuart B. Miller, Controller of the Illi- 
nois Farm Supply Company, Chicago, 
will serve as vice chairman. Eighteen 
members from many branches of indus- 
try have been named to the committee. 

As part of their initial assignment, 
Mr. Carr pointed out, the committee 
members are reviewing the current study 
on the controller's part in business fore- 
casting which is now being prepared by 
Dr. Frank Newbury for the Controller- 
ship Foundation, research affiliate of the 
Institute. 



























































“| know you've always done your business 
from that phone booth, Mr. Jarvis, but lately 
we feel you're taking advantage of us!” 
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Accountants Urged 
to Clarify Reports 


The American Institute of Accountants 
announces that members of the Institute 
have formally approved a program requir- 
ing a clear explanation of the auditor's 
position when he is unable to provide an 
opinion on financial statements he has 
examined. 

The announced policy is expressed in 
Statements on Auditing Procedure No. 23 
(revised), issued by the Institute’s Com- 
mittee on Auditing Procedure. 

The statement declares that when an 
auditor's examination has been less in 
scope than he considers necessary to war- 
rant an expression of Opinion on a com- 
pany’s financial reports, ‘the independent 
certified public accountant should state 
that he is not in a position to express an 
opinion on the financial statements taken 
as a whole and should indicate clearly his 
reasons therefor.” 

The statement says further: “It is not 
considered sufficient to state merely that 
certain auditing procedures were omitted, 
or that certain departures from generally 
accepted accounting principles were noted, 
without explaining their effect upon the 
accountant’s opinion regarding the state- 
ments taken as a whole. It is incumbent 
upon the accountant, not upon the reader 
of his report, to evaluate these matters as 
they affect the significance of his exam- 
ination and the fairness of the financial 
statements.” 

In making the statement public, Alvin 
R. Jennings, chairman of the Institute's 
Committee on Auditing Procedure, said 
that it did not involve any change in 
methods of performing audits. 

“It does constitute,” he said, “another 
forward step in the accounting profes- 
sion’s efforts to make financial statements 
more useful and more understandable to 
the public. We are asking the accountant 
to state clearly whether the extent of his 
audit justifies a general opinion on a 
company’s financial reports, instead of 
leaving it to the reader to appraise the 
significance of the work done by the au- 
ditor.” : 

The committee chairman pointed out 
that many accountants have long followed 
the principles embodied in the new state- 
ment. He added, however, that “its adop- 
tion by the members, after full considera- 
tion and discussion at the annual meeting 
held last November in Los Angeles, 
makes it the official policy of the Ameri- 
can Institute.” 

In another section Statement No. 23 
declares that, when there has been no 
audit, the requirement as to disclosure 
will be met if a warning, such as ‘'Pre- 
pared from the books without audit,” ap- 
pears prominently on each page of the 
financial report. 





Medical Survey 
to Take Two Years 


The Brookings Institution has launched 
an all-inclusive medical service survey that 
will require at least two years. 

Goal of this study is objective facts in 
a field in which, states a prospectus of the 
study, “most of the public discussion is 
being conducted on an emotional basis.’ 

Two volumes will result from the study, 
according to the organization plan. Vol- 
ume I, on the availability of medical .serv- 
ice in the United States, “would be a com- 
prehensive, desc riptive, statistical report 
designed to make available reliable data 
on the extent of medical care and the ex- 
isting and potential provisions for meet- 
ing the cost through insurance or prepay- 
ment plans, and in the case of those wito 
cannot pay through public services Or pri- 
vate philanthrophy.”’ 

Volume II would be an evaluation of 
medical service in the United States. ‘This 
evaluation is described as “a major re- 
search undertaking.” It would “deal with 
issues of public and private policy and in- 
dicate the means by which adequate medi- 
cal care can best be provided.” 

Cooperation of government agencies 
and all groups and organizations con- 
cerned with medical care will be sought. 

Included in the broad scope of the in- 
quity will be the medical services pro- 
vided by industry, trade unions, medical 
societies, philanthropic and fraternal or- 
ganizations, national health associations, 
group health and other voluntary pre- 
payment plans, state and federal medical 
aid programs, including those for veter- 
ans and the armed forces, and industrial 
and commercial insurance. 


Monetary Reconstruction 


Recommendations Issued 

Asserting that “a constructive reorgani- 
zation of the British war-created debt, 
now represented by blocked sterling bal- 
ances,’ would be a major factor in justif- 
cation of further ERP aid, the U. S. 
Council of the International Chamber of 
Commerce has released a nine-point pro- 
gram of recommendations on monetary 
reconstruction. 

“Use by the British of American money 
to make releases to her creditors brings 
home the fact that not only the British 
economy but our own taxpayers are in 
volved in a solution,” the foreward to the 
report states. 

Entitled “Better Money—The Next 
Step in World Recovery,” the report dis 
cusses at length the consequences of de- 
valuation and prescribes the additional 
things which must be done if its potential 
advantages are to be realized in fact. 

William A. Mitchell, President of The 
Central Trust Company, Cincinnati, is 
chairman of the study group which pre- 
pared the report. 


12-Year No-Strike Labor Record 
Analyzed in Lockheed Case Study 


Evidence that industrial warfare is not 
inevitable, even when companies and 
unions are faced with unusually difficult 
and complicated problems, is presented 
in the sixth Case Study on the Causes of 
Industrial Peace Under Collective Bar- 
gaining in the series of 15 to be issued 
by the National Planning Association. 
This case study (100 pp.—$1.00) records 
the 12-year no-strike relationship between 
Lockheed Aircraft Corporation of Bur- 
bank, Calif., and Lodge 727 of the Inter- 
national Association of Machinists (un- 
afhliated ). 

The analysis is part of a three-year 
project undertaken by the NPA Commit 
tee on the Causes of Industrial Peace, 
which is composed of chairman Clinton S$ 
Golden, Adviser on Labor Policy of the 
Economic Cooperation Administration, 
and 28 business and labor leaders, uni 
versity professors, and professional con- 
sultants. The on-the-spot investigation of 
the Lockheed-IAM relationship was the 
work of committee member Clark Kerr, 
Director, Institute of Industrial Rela- 
tions, University of California, and George 
Halverson, formerly at the Institute and 
now in the San Francisco Regional Office, 
National Labor Relations Board, as Field 
Examiner. 

The conditions which have hindered 
and helped IAM and Lockheed in their 
collective bargaining relationship are simi 
lar to those in other west coast airframe 
construction companies, and yet bitter 
strikes have occurred at four of the larg 
est airframe companies in Southern Cali 
fornia, the study declares. The mainte 
nance of peace and the satisfying results 
to both Lockheed and union members are 
described in the study as a ‘‘substantial 
achievement” which can be credited to the 
leaders and the policies of both the com 
pany and the union 

Peace has been preserved at Lockheed 

though occasionally by a narrow margin 

during a period of violent changes in 
the airframe construction industry. The 
wartime expansion and the postwar con- 
traction of the industry brought special 
administrative and bargaining difficulties 
to both parties—both internal and 
problems. Some barriers to 
tailed in the study, are 
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lacking a union shop agreement—continually 
has carried on a tremendous organizing job 
within the plant to get and hold members. There 
has been a steady struggle in this democratic 


union for positions of union leadership 


Factors conducive to peace, which are 
present in the airframe industry as a 
whole as well as at Lockheed, were found 
by the authors: 


The work is safe, interesting, and carried on 
in pleasant surroundings. The products have a 
romantic appeal and competition between com 
panies frequently extends to employees who 
take pride in the products they turn out. Com 
panies are able in the long run to pass on 
labor costs to their customers. The gov 
1 peace 


higher 
ernment—the largest aircraft purchase 
time and virtually the only one in wartime 
has not been neutral about prices, costs, or la 
bor policies. Particularly in wartime, it dis- 
couraged strikes and to some extent, at least, 


controlled wages 


Lockheed and IAM have not had fully 
harmonious relations, the Committee and 
authors point out. Their record includes 
30,000 grievances, though only 25 arbi- 
trations were called for, frequent resort to 
the services of the War Labor Board and 
the Conciliation Service in the settlement 
of disputes, and two near-strikes and one 
strike vote designed to express a desire 
for prompt company action. At Lockheed 
the definition of the boundary between 
management rights and union rights has 
been the basis for the most serious con- 
troversy the parties have encountered, but 
this controversy was greatest during the 
war years when the company and the 
union were growing rapidly from rela 
tively small to mass organizations. 

The study is available from NPA head- 
quarters, 800—21st St., N.W., Washing- 
ton 6, D. ¢ 


Foundation Studying Labor Facts 


A study on the controller's part in feed- 
ing facts and figures to the labor negotiat- 
ing table is under way by Controllership 
Foundation. Focus of the study will be 
specifically the controller's responsibility 
to supply the ammunition which his com 
pany needs; also, after agreement is 
reached, to project its effect on costs, prices, 


and cash requirements, 
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Legal Aspects of the 
Controller's Position 


(Continued from Page 16) 


making such individual crim- 
Situations quite 


suggested 
inally responsible in 
often beyond his control. 

of course, why the Securi- 
beckons so 


I can see, 
ties Exchange Commission 
eagerly for us to follow the trail marked 


“Watchdog Road The Ex- 


change Commission is politically respon- 


Securities 


sible for any accident or miscarriage in 
its territory. If it is ‘‘on the spot” or 
feels, without reference to its political 
responsibility, that conditions are de- 
teriorative in that wants to 
put the finger’ on and 
easily definable individual. But I suppose 
that who are not 
controllers been instructed at our 


father's knee that an unrestricted endorse- 


territory, it 
some precise 
even those of us 


have 


ment or guarantee is not a good instru- 
ment to sign and even a member of the 
SEC might balk at any such assumption 
of responsibility 

Beyond all that, however, is the funda- 
mental that one deals here with group 
judgment, group 
quite nat- 


activity, group and 
There 


group responsibility 
Professor Walker has stated the 


profit should follow 
urally 


Well 


problem 


“It has been forcefully contended that the 
part 
either (1) as the internal auditor (control of 


controller must play his in industry 


fraud and and 
check 
form with good accounting principles) or 
(2) as the 


the commercial control of company activities 


error providing the cross 


assurance that company reports con 


staff aid to top management in 


through figures—but never rightly as both.” 
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London Associate 
The LEAGRAVE PRESS, Ltd. 


I don’t profess to have an answer to 
that problem, although my instinct tells 
me that everyone will be better off— 
management, stockholders, and general 
public—if the controller's special talents 
are affirmatively contributed as staff aid 
to top management. 

I do suggest, however, that the poor 
controller cannot fairly be expected to 
do both jobs. In the first place, the two 
jobs are—to some extent at least—mutu- 
ally antagonistic. Either one is a member 
of the managerial family or he is not. 
Either the controller works with manage- 
ment, rendering advice on the myriad 
problems that confront the department 
heads, and is responsible to management, 
or he serves as watchdog for the stock- 
holders and is responsible to the stock- 
holders. 

If he attempts to combine these activi- 
ties, the department heads cannot know 
in which capacity he is acting at any one 
time and will therefore be reluctant to 
disclose their problems because they will 
not know whether they are talking to a 
companion adviser or to an outside, im- 
partial representative of stockholder and 
public. 

I suggest, moreover, that no one indi- 
vidual can rightly be expected to func- 
tion competently in two capacities re- 
quiring entirely different temperaments 
and different qualifications. For example, 
many a controller who is a most compe- 
tent internal auditor does not have the 
vision demanded of a coordinator 

As was stated by Dwight A. Moore: 


“The students of this business of being a 
controller were all agreed that the control- 
ler must be an analytical man. He must 
know how to take all of the facts prepared 
in his factory and put them into summariz- 
ing form. It is that the orthodox ac- 
countant and the controller parted company.” 


here 
I suggest further that controllership 


performance of the watchdog function, 
which can perfectly well be performed, 
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speaking broadly, by the certified public 
accountant, would leave a serious void 
in coordination of the management 
group. This may be good news for man- 
agement consultants and industrial en- 
bs . . . 

gineers, but in my opinion there should 
be at least one individual in the manage- 
ment group who performs these valuable 
coordinating services. 

Now I come to the end of these in- 
quiries. 

It is the happy characteristic of our 
civilization that we make our own laws 
and that, within limits, people engaged 
in any specific walk of life are likely to 
make the law which will control that 
field. Thus, for example, the merchants 
of London created the peculiar rules 
which guide their descendants today. 
And so controllers will end up by defin- 
ing controllers. But let me try to help 
you in that process by suggesting a few 
considerations to bear in mind. 


First: Incorporating a definition of 
your duties in by-laws or in office memo- 
randa will be helpful. Assist in that 
process, therefore, but be careful of the 
terms of definition. Don’t take the 
wrong road. 

Second; Do not permit, if you can 
help it, a statutory definition. Statutes 
are hard and inflexible anachronisms in 
nine cases out of ten. 

Third: Resist collateral and artificial 
pressures to take the wrong road. The 
attempted utilization by the Securities 
and Exchange Commission of the con- 
troller as a supplement to that branch 
of government is the sort of collateral 
and artifical pressure which I have in 
mind. 

Finally; Seize upon and hold fast to 
a sufficiently broad concept of your own 
calling. 


There is a growing concept today that 
American business has an obligation not 
only to its stockholders but to the public, 
that each business has an inter-related 
part in the social and economic life of 
the country, and that safeguarding our 
national economy is, therefore, the re- 
sponsibility of each individual business. 

Corporate management looks more and 
more toward the controller to guide the 
corporation along a course which is con- 
sistent with that responsibility. This 
broad and inspiring concept of control- 
lership was expressed clearly and con- 
cisely at the twelfth annual meeting of 
the Controllers Institute of America by 
T. C. McCobb, who stated: 


“Controllership today is a definite re- 
nstble executive 


ment 


part of corporate 

rT. Able controllership is the 
assurance te stockholders, to em- 
yes, to creditors, and to customers 
future of the corporate capital 


will be guarded in the interest 


thal the 
structure 


ot a Sound national economy. 





Devaluation Creates 
Accounting Difficulty 


Recent currency devaluation by some 
25 countries has forced reconsideration of 
traditional methods of accounting where 
foreign exchange is involved, according 
to a statement issued by the research de- 
partment of the American Institute of Ac- 
countants. Devaluation, the memorandum 
declares, has created difficulties for Amer- 
ican firms in expressing the accounts of 
foreign subsidiaries and branches in terms 
of U. S. dollars, and in preparing con- 
solidated financial statements that reveal 
a fair picture of the results of their op- 
perations. 

“In view of the uncertain value which 
must be associated with the assets and 
liabilities of foreign subsidiaries and 
branches,” it asserts, ‘there may be many 
cases in which it will be desirable to ex- 
clude them from consolidated financial 
statements.” 

The memorandum adds, however, that 
there must be an adequate disclosure of 
foreign operations even when these sub- 
sidiaries are not consolidated. 

The greatest deviation from traditional 
accounting practices which may be called 
for under present conditions is in rela- 
tion to long-term liabilities, which have 
usually been translated at the rates pre- 
vailing when the liability was contracted. 
“The argument has been advanced,” the 
statement says, ‘and apparently without 
satisfactory rebuttal, that long-term bonds 
will be paid off in post-devaluation cur- 
rencies and therefore should be translated 
at post-devaluation rates. The logic sup- 
porting this argument is convincing for 
a fall in rates of the breadth and size of 
the one just witnessed. Accordingly, with 
respect to long-term bonds, the general 
rule should be modified to permit trans- 
lation at post-devaluation rates.” 

With respect to substantial losses re- 
sulting from the recent devaluation, the 
statement says, “While the possibility of 
losses from currency devaluation may or- 
dinarily be considered to be a risk inher- 
ent in the conduct of business in foreign 
countries, the world-wide scope and un- 
precedented magnitude of the recent de- 
valuations of foreign currencies are such 
that they cannot be considered recurrent 
hazards of business. Accordingly, the 
losses resulting from such devaluation 
would appear to be of such a nature that, 
if they are so material in amount that their 
inclusion in the income statement would 
impair the significance of net income to 
an extent that misleading inferences 
might be drawn therefrom, they might 
appropriately be charged to retained in- 
come (surplus) .” 

Operations during a period of shifting 
exchange rates have usually been trans- 
lated up to the date of devaluation on the 
basis of the pre-devaluation rates. In some 


cases, the statement suggests, more real- 
istic results would be obtained in the 
present situation if income in foreign cur- 
rencies were translated for the entire fiscal 
year at the new rate. The statement adds 
that “the standard rule for translation of 
fixed assets at rates in effect when the 
asset was acquired or constructed gen- 
erally should be followed.” 


Management Planning Topic 
for New York City Control 


Members of the Budgetary Control 
Committee of the New York City Con- 
trol will take over the January 19 meet- 
ing of the Control to present the topic, 
management planning. With a primary 
emphasis on business forecasting, the 
presentation will be based upon the Com- 
mittee’s recent publication, ‘Blueprint for 
Management Planning.” 

The following six phases of manage- 
ment planning as outlined in the ‘Blue 
print’ will be discussed: (1) establishing 
the goals of the business; (2) forecast 
ing conditions: (3) developing plans; 
(4) preparing and scheduling estimates ; 
(5) controlling commitments and ex 
penditures ; (6) reporting and appraising 
results. The presentation will be in the 
nature of a report by the Committee to 
the full Control membership of its activi- 
ties during the past year 


Sales Levies Provide 
Half States’ Income 


Sales and gross receipts taxes pro- 
vided more than half of all state reve- 
nue in fiscal 1949, according to a survey 
by the Bureau of the Census. 

Of the $8,342,000,000 collected by 
the 48 states, $4,363,000,000 was de- 
rived from levies on sales and business 
receipts. This averaged $29.52 a year 
for each man, woman, and child in the 
United States the District of 
Columbia 

General sales taxes accounted for 
$1,606,000,000, taxes on automobile 
fuels brought in $1,372,000,000, and 
most of the remainder of sales taxes 
were on alcoholic beverages, tobacco, in- 
surance companies, and public utilities. 

License and privilege taxes, such as 
on automobiles, corporations, hunting 
and fishing permits, brought the states 
$1,077,000,000 in fiscal 1949 

The remainder of the operating in- 
come was derived from levies on in- 
comes, property, estates, and severance 
taxes Unemployment compensation 
contributions totaled $973,000,000. 

The survey, released without com- 
ment, did not include money received 
from the federal government. 
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New Tulsa Control 
Receives Charter 


The inaugural meeting of the new 
Tulsa Control of the Controllers Institute 
of America was held November 17 at a 
dinner in the Tulsa Club when formal 
presentation was made of the Control's 
charter. 

In his capacity as president of the new 
Control, J. W. Cason, Comptroller of In- 
terstate Oil Pipe Line Company, received 
the charter from J. R Mulvey, Assistant 
Comptroller of Humble Oil & Refining 
Company, Houston, regional vice presi- 
dent and a director of the Institute. 

A large pennant bearing the Control’s 
name and date of organization, October 
i, was then presented to the group by 
Paul Haase, Assistant Managing Director 
of the Institute. 

Chairman of the Institute’s national 
board of directors K. Y. Siddall, Comp- 
troller of The-Procter & Gamble Com- 
pany, Cincinnati, addressed the meeting, 
as did guest speaker Dr. M. M. Blair, 
Professor of Economics at the University 
of Tulsa 

Other brief talks were made by R. L. 
McVey, Controller of Tennessee Gas 
Transmission Company, president of the 
Houston Control; Ralph Rager, Con- 
troller of Oil Well Supply Company, 
president of the Dallas Control; and Wil- 
liam Aitken, Comptroller and Treasurer 
of Falstaff Brewing Company, St. Louis, 
a national director of the Institute and 
past president of the St. Louis Control. 

The new Tulsa Control becomes the 
i3rd such group in the national organiza- 
tion 


Protection from Embezzlement 


The biggest hidden loss in American 
business today—loss by embezzling—is the 
subject of an interesting 20-page booklet, 
“How to Guard Against Fraud and Loss 
Through and Negligence,” pre 
pared by Cummins Business Machines 


Error 


( orporation, ¢ hicago 
This newly revised edition thoroughly 
embezzlement — by 


analyzes causes of 


trusted’’ employes; discusses the various 
methods used to embezzle. It outlines pro- 
tective Measures management can take to 
eliminate this ever present threat to the 
capital structure—the very life—of any 
firm 

The booklet also covers protection and 
business functions, such 


other 
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THE CONTROLLER 


TULSA GETS CHARTER when J. R. Mulvey, Assistant Comptroller of Humble 
Oil & Refining Company, Houston, as regional vice president and director of 
the Controllers Institute of America, makes official presentation to J. W. Cason, 
Comptroller of Interstate Oil Pipe Line Company, Tulsa, as president of the new 


Control. 


Photographed (left to right) are: Paul Haase, Assistant Managing Director of 
the Institute; R. L. McVey, Controller of Tennessee Gas Transmission Company, 
Houston; William Aitken, Comptroller and Treasurer of Falstaff Brewing Com- 
pany, St. Louis; Mr. Mulvey; J. B. Galbraith, Controller of Stanolind Oil and 
Gas Company; Mr. Cason; A. R. Bell, Jr., Controller of Deep Rock Oil Corp.; 
K. Y. Siddall, Comptroller of The Procter & Gamble Company, Cincinnati; Ralph 
W. Rager, Comptroller of Oil Well Supply Co., Dallas. 


Accounting Techniques in 
Annual Reports Surveyed 


By retroactive adoption of “accelerated” 
depreciation policies, a number of large 
companies increased their current depre- 
ciation charges in the last two years with- 
out departing from generally accepted ac- 
counting principles. 

This is one of the major conclusions of 
“Accounting Techniques Used in Pub- 
lished Corporate Annual Reports,” a sur- 
vey of 525 such reports by the American 
Institute of Accountants, the third in an 
annual series of such studies. 

According to the survey, the new poli- 
cies provide for accelerated depreciation 
charges on postwar facilities in the early 
years, with total charges over the lives of 
these facilities never being more than 
their original costs. Many of the firms 
adopting accelerated plans had previously 
made charges to income based on esti- 
mated replacement values—a_ technique 
which the American Institute considered 
in conflict with generally accepted ac- 
counting principles 

However, though 
changed their depreciation 
1948 


companies which 
policies in 
in their 


among the leaders 


American 


were 


fields, most corporations did 
not deviate from previous practices 
The survey also reveals that 96 of the 


LIFO 


evaluation, but 


made some use of the 


inventory 


$25 firms 


method of 
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fewer companies adopted it in 1949 than 
1948. The names of those using the 
method are listed and classified indus- 
trially, with excerpts from 16 reports that 
disclose the replacement value of LIFO 
inventories being included. 

The principal change in the terminol- 
ogy of financial reports, according to the 
survey, is the substitution of new terms 
for ‘‘reserve,”’ “surplus,” and “'profit and 
loss statement.” 

Considerable improvement is also 
noted in the reporting of earnings per 
share in the narrative section of annual 
reports. Forty-five companies indicated in 

948 that their per-share earnings figure 

had been based on the balance remaining 
after certain appropriations were deducted 
from ‘net income for the year.’ Only 19 
instances of such treatment were ob- 
served in 1949. Part of the improvement 
was due to the increased number of re- 
ports in which appropriations were 
charged directly to retained earnings 
(earned surplus) rather than deducted at 
the foot of the income statement. 

The most pronounced change in regard 
to reserves was the decline in the use of 
general contingency reserves. These dis- 
appeared from the balance sheets of 26 
corporations, having been transferred in 
most cases to earned surplus. War and 
postwar reserves, in addition, had been 
almost completely eliminated by the end 
of 1948 





Producers’ Orders 
Held Equal to Sales 


Manufacturers’ new orders have about 
equaled their sales in recent months, re- 
ports the Department of Commerce. 

The Department contrasted that to the 
period from 1947 to mid-1949, when 
“sales consistently outran new business” 
and huge backlogs of orders built up after 
the war were steadily reduced. 

The reduction in unfilled orders dur- 
ing the earlier part of that period was due 
to expansion of capacity that enabled out- 
put to increase rapidly, the Department 
said, adding that new orders kept high at 
the time. 

On the other hand, it took a “strong 
pickup in incoming orders in August and 
September” of 1949 to “reverse the de- 
cline in new business that had been in 
progress since the previous autumn.” 

New orders reached their highest levels 
of 1949 in those months, then dropped off 
in October as the steel and coal strikes 
brought on uncertainties in business. 

An analysis in the Department's De- 
cember ‘survey of current business” said 
that among durable goods industries, order 
backlogs in 1946 averaged about six 
months’ sales. 

By mid-1949, it said, unfilled orders 
were reduced to the equivalent of about 
2-1/2 months’ sales: still a substantial 
amount by the standards of pre-war 1939 
when unfilled orders for durable goods 
were close to 1-1/2 times the value of 
monthly sales. 

The recent rise in new orders was strong- 
est for electrical machinery and equip- 
ment, but the situation in non-electrical 
machinery has been “less strong’ with 
new orders “running well below sales.” 


Lawyers and CPAs Revive 


National Conference 

Representatives of the American Bar 
Association and the American Institute of 
Accountants have revived the National 
Conference of Lawyers and Certified Pub- 
lic Accountants. The conference will serve 
as a co-operative group to deal with prob 
lems arising between the two professions 
which affect the public interest. 

The conference, consisting of five mem- 
bers appointed by the president of the Bar 
Association and five appointed by the 
president of the Institute of Accountants 
held its first meeting in four years De 
cember 20. 

Joint chairmen are Davis F. Maxwell 
of the law firm of Edmonds, Obermayer 
& Rebmann, and Percival F. Brundage, of 
the accounting firm of Price, Waterhouse 
& Co. 

They said the conference will endeavor 
to formulate a statement of principles to 
serve as a guide in disposing of disputes 
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WHAT’S BEHIND A FINANCIAL 
STATEMENT. By R. G. Rankin. 
Doubleday & Company, Garden City, 
N. Y. $2.00. 


Reviewed by PAUL KIRCHER, School of 


Business, University of Chicago. 


This book is an important contribution 
to the “reach-the-public’”’ effort now being 
made by forward-looking public account- 
ants. Modern big business is of necessity 
an extremely complicated affair. In order 
to report the progress of a corporation 
accountants have developed many compli 
cated techniques which outsiders find in- 
creasingly difficult to understand. 

Mr. Rankin does not make the mistake 
of approaching the reader with an air of 
“see how easy this all is, once you know.” 
His new book is not hammock reading. 
But it should be helpful to most people 
who have some acquaintance with account- 
ing and busine SS procedure Ss. 

After a brief glance at the long history 
of bookkeeping, Mr. Rankin devotes five 
chapters to a careful explanation of the 
procedures, including the number of 
copies of various reports and to whom 
they are sent, whereby accountants record 
and trace activities involving 


(a) Cash—-Work of the Cashier's De- 
partment 

(b) Income 
tomer Accounting 

(c) Expenditures—Purchasing Depart 

ment, Payrolls 

Ledgers ind 

Corre 


Sales Department, Cus- 


Journal—Adjust- 
Control Ac- 


(d) 
ments, trons 
counts 

(ce) ¢ 


i Con 
trol 


Production 


Cost Accounts, Mr 


to the 


In the last named 
Rankin manages to convey 


f the 


reader 


some appreciatior reasons why the 


cost’ of anything can seldom be much 


tellig 


than an gent estimate 
se Mr 


more 


Rankin has three 


Following the 


chapters on th« rsial items of 


indication of 


(a) Ine ’ th an 
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the problems of FIFO, LIFO, Re- 
tail method, and associated tax 
matters. Here he makes an interest- 
ing suggestion concerning reserves 
for future inventory losses: “Why 
not borrow an idea from the last-in, 
first-out method of pricing inven- 
tories and anchor the reserves for 
future inventory losses to the 
price levels of some former year, 
using published price index fig- 
ures for that purpose ? The price 
levels used should approximate the 
point to which management antici- 
pates the price of specific goods in 
the year-end inventory will decline 
in the near future.’ 
Fixed Assets and Depreciation 
assignment of cost over long pe- 
riods, comments on obsolescence, 
and an introduction to ‘‘two of the 
most complex as well as the most 
debatable and publicized questions 
confronting management and the 
accountants today the excess 
cost of fixed assets acquired at 
present high price levels and the 
low depreciation charges on fixed 
assets acquired years ago at low 
pric e levels 

(c) Reserves—the many uses and mis- 
uses of this term. 


Mr. Rankin concludes with chapters on 
the Income Statement and Balance Sheet 
In the former he advocates a “‘several- 
step’ statement, with extraordinary gains 
or losses shown separately on a surplus 
statement and footnotes explaining the 
tax effect on the Income Statement. He 
feels that the best answer to those who are 
asking for an Income Statement in like 
dollars (current costs applied to current 
revenues) is in a paragraph of description 
in the annual report 

The final chapter, on the Balance Sheet, 
will probably prove most helpful to those 
whose acquaintance with accounting ter 
limited. Mr. Rankin gives 


minology is 
illustrations of most of 


definitions and 
the terms found on position statements 
As a final note he explains briefly the atti 
tude and the work of public accountants 
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which leads to the certification of a state- 
ment. 

“What's Behind a Financial Statement’ 
is competently written and authoritative. 
It should be of especial help to persons 
who have some experience with a limited 
section of business operations, but find it 
difficult to visualize the overall picture. 
Teachers of accounting and others who 
lack extensive experience in the field 
should be able to gain additional back- 
ground from this book. 


DICTIONARY OF MODERN ECO- 
NOMICS. By Byrne J. Horton (with 
Julien Ripley, Jr., and M. B. Schnap- 
per). Public Affairs Press, Washington 
8, D. C. $5.00. 

If, in the welter of alphabetical agency 
creation of the past two decades, you have 
lost track of the meaning of AAA, refer 
to Page 1 of the recently published ‘‘Dic- 
tionary of Modern Economics.” 

Or if, in these days of currency devalu- 
ation, you are concerned about the value 
of the Zloty (Poland’s basic monetary 
unit), turn to Page 365. 

Since the contents of DME cover exactly 
365 pages, you can bring yourself abreast 
of modern economic terms by reading 
(and remembering) one page per day 
throughout 1950. 

Thereby you will have at least a nod- 
ding acquaintance with such definitions as 
those of imputed cost, blackleg, demogra- 
phy, propensity to consume, round turn, 
the theory of secular stagnation, cobweb 
theorum, and the like. 

If you don’t know the answers to the 
above, better rush an order for DME . . 
and if you believe you know the answers, 
better check DME to make sure. You 
might even cross-examine your favorite 
economist. 

But whatever diversions the publication 
may provide—and it could have value as 
summertime hammock reading for it is 
presented with an understandable ab- 
sence of continuity or plot—the “Diction- 
arty of Modern Economics’ should be 
within reach of every corporate controller 
or financial officer. For, in addition to de- 
fining major terms in the fields of busi- 
ness, finance, and economics, it provides 
condensations of important Supreme 
Court decisions, digests many laws which 
have direct bearing on business and fi- 
nance, and mentions a goodly number of 
reference books where you may further 
pursue the answers to difficult questions 
that arise almost daily. 


CONSOLIDATED FINANCIAL 
STATEMENTS. By William Herbert 
Childs. Cornell University Press, Ithaca, 
N. Y. $5.00. 

In his foreword the author, Associate 
Professor of Accounting, School of Busi- 
ness and Public Administration at Cornell 
University, states three purposes he had in 





making this study: (1) to present and 
weigh conflicting basic concepts; (2) to 
explore important but neglected topics; 
(3) to reach some reasonable conclusions 
on the subject of consolidation accounting 
and consolidated statements. 

He undertook to accomplish these pur- 
poses by carefully surveying the existing 
literature in the field, by studying several 
hundred reports of companies to the SEC, 
by securing the opinions of a group of au- 
thorities on the subject by means of a 
questionnaire, and by observing the prep- 
aration of consolidated statements by sev- 
eral large companies. 

The first chapter is devoted to the insti- 
tutional and legal setting of consolidated 
statements, wherein is emphasized the aux- 
iliary nature of the consolidated account 
as contrasted to the primary status of the 
individual statement. Next he explores di- 
vergent basic concepts concerning the 
affiliate relationship and the purpose of 
consolidated statements in both their theo- 
retical and practical aspects. A discussion 
and a demonstration of techniques of pro- 
cedure occupy most of the rest of the work. 


OVERSEAS INFORMATION SERV- 
ICE OF THE UNITED STATES 
GOVERNMENT. By Charles A. H. 
Thomson. The Brookings Institution, 
Washington, D. C. $4.00. 

Proceeding under the initial authority 
of the President, and later under the terms 
of the Smith-Mundt Act, our government 
has created for the first time in our his- 
tory permanent machinery to disseminate 
abroad information about America. This 
book analyzes the main issues and prob- 
lems arising out of our national decision 
to maintain a peacetime service. It points 
out major relations with national interests 
and strategy, discusses its relationships 
with private communications enterprises, 
its effect on domestic government public 
relations, its connections with national and 
international standards and practices in 
the field of freedom of speech, and its in- 
terrelations with the UN and UNESCO. 
It shows some of the main organizational 
and operating problems involved, and the 
relations of information to cultural rela- 
tions and to psychological warfare. Round- 
ing out the study is a survey of current 
activities conducted by the State Depart- 
ment and of information control in occu- 
pied territories. 


EMPLOYEE BENEFIT PLANS AND 
COLLECTIVE BARGAINING. 
American Management Association, 
Neu York. 75¢. 

A pamphlet of the AMA Personnel 
Series, this includes articles entitled: ‘‘Col- 
lective Bargaining on Pensions and Other 
Employee Benefit Plans’ by Walter J 
Couper, ‘Benefit Plans under Collective 
Bargaining—Problems ind Prospects’ by 


W. H. Winans, and “The Implications of 
the Selective Service Act of 1948 to Per- 
sonnel Administration” by Major Gen- 
eral Lewis B. Hershey. 


OTHER BOOK ENTRIES 
FINANCING CANADIAN GOVERN- 
MENT. By A. E. Buck. Public Admin- 


istration Service, Chicago. $5.00. 


BASIC ACCOUNTING. By Ralph L. 
Boyd and Robert I. Dickey. Rinehart 
& Company, Inc., New York. $5.00. 


AUDITING. By Robert H. Montgom- 
ery, Norman J. Lenhart, and Alvin R. 
Jennings. The Ronald Press Company, 
Neu Y ork. $6.00. 

NEW YORK LAWS AFFECTING 
BUSINESS CORPORATIONS (30th 
Edition). United States Corporation 
Company, Neu York, $2.50. 


BUSINESS CORRESPONDENCE. By 
Leslie L. Lewis. The Dartnell Cor pora- 
t10n, Chicago. $6.00. 


PRICE DETERMINATION—BUSI- 
NESS PRACTICE VERSUS ECO.- 
NOMIC THEORY. By Wilford J. 
Eiteman. School of Business Adminis- 
tration, University of Michigan, Ann 
Arbor, Mich. $1.00. — 


ACCOUNTING TRENDS AND COR- 
PORATE REPORTS. American Insti- 
tute of Accountants, New York. $7.00. 


ELEMENTARY ACCOUNTING. By 
John Arch White. D. C. Heath & Co., 
Boston, Mass. $5.00. 


MUTUAL SAVINGS BANKS IN THE 
SAVINGS AND MORTGAGE 
MARKETS. By John Lintner. Har- 
vard Business School, Boston, Mass. 
$6.50. 


WHAT’S AHEAD IN EMPLOYEE 
HEALTH AND PENSION PLAN- 
NING. American Management Assoct- 
ation, New York. Paper, $.75. 


DEVELOPING RESOURCES FOR FI- 
NANCIAL EXPANSION. American 
Management Association, New York. 


Pape , Bit 


OPERATING UNDER DECENTRAL- 
IZED MANAGEMENT. American 
Management Association, New York. 
Paper, $735. 

THE PUBLIC RELATIONS OF PROF- 
ITS. American Management Associa- 
tion, New York. Paper, $.75. 

THE PRACTICAL MEANING OF 
MANAGEMENT STATESMAN- 
SHIP. American Management Associa- 


ion, New York. Paper, $.75. 
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Dollar Shortage ‘‘Principal Factor” 


in Lower Sales Abroad 


The drop in foreign sales in recent 
months is attributed to the stringency of 
foreign exchange, import restrictions im- 
posed by foreign governments, and, to 
some extent, increasing foreign competi- 
tion, according to a majority of companies 
surveyed by the National Industrial Con- 
ference Board 

In contrast to the majority, some execu- 
tives report “a considerable increase” in 
exports and state that the rise has come 
almost entirely because the ECA has listed 
their products as essential to the European 
recovery program. The outlook for ex- 
ports, however, seems contingent on "the 
future availability of dollars all over the 
world and the establishment of a stable 
exchange.’ 

Executives generally the 
dent's Point 4 program calling for the ex- 
port of American know-how and point out 
that ‘much has already been done” along 
this line by individual companies. Execu- 
tives in opposition to the program feel 
that it will not only fail to increase foreign 
sales, but will eventually damage this 
country's competitive advantage in world 


favor Presi- 


markets. Cooperators agree, however, that 
capital investments abroad must be safe 
guarded if we are to stimulate such ven- 
tures 

In general, American 
products abroad but 
many manufacturers find themselves tn the 


demand for 
continues heavy,’ 
unfortunate position of being unable to 


take advantage of such markets.’ As a 


THE CONTROLLER 


result, a dip in foreign sales is reported 
by most industries. 

The dollar shortage abroad is reported 
as the principal factor restricting foreign 
sales at the present time. Demand, in the 
form of inquiries and prospective sales, is 
“as lively as ever,” but actual sales to dol- 
lar-short countries ‘‘are virtually at a stand- 
still.” 

Some manufacturers of. capital goods 
point out that demand for certain classes 
of capital goods is higher at the present 
time than ever before. A number of com- 
panies of the machine-tool industry are 
also enjoying a heavy demand for their 
products, but sales have been dropping 
very sharply to a point where they now 
are ‘‘scarcely more than a trickle because 
of the stringency of dollar exchange.” 

Exporters realize that they have little 
control over the monetary situation, but a 
few executives report that ‘‘steps are being 
taken” in their individual organizations in 
an attempt to retain markets that are 
rapidly disappearing. One company has ar- 
ranged for the manufacture of their ma 
chines in England in the hope that this 
will facilitate greater sales in the sterling 
areas. The majority of the companies sur- 
veyed, however, say they will depend upon 
sales promotion to maintain their exports 
abroad 

Executives are almost unanimous in re 
little 
serious effect’’ on exports. This is in direct 
contrast to the findings of a survey made 


porting that domestic controls have 
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on export controls in 1948 by the Board. 
At that time United States controls were 
found to be the major factor inhibiting 
foreign sales. 

Foreign competition “has not become 
a major problem as yet,’ but manufac- 
turers report that it is on the rise. 

Messhutenin feel that competition 
will continue to grow and they speculate 
what this will do to already dwindling 
foreign sales. 

The political unrest of some countries 
is reported as curtailing American exports. 
In some cases markets have been ‘‘almost 
completely eliminated’ owing to the po- 
litical situation. It is difficult to determine 
whether these markets are lost temporarily 
or forever, executives say, but United 
States exports will suffer as long as the 
present political conditions prevail. 

ECA funds have eased the exchange 
problems of participating countries and as 
a result industries whose products are con- 
sidered essential to the program are en- 
joying an upward climb in foreign sales. 
This is particularly apparent in the in- 
dustrial machine, chemical, and instrument 
and control industries. Controls, it is felt, 
will also be eased to permit the export of 
less essential items. In view of this, most of 
the reporting executives are optimistic 
about their foreign sales to Marshall-plan 
countries. 


Labor Force 64 Million in ‘49 


The labor force in October 1949 num- 
bered 64 million persons—855,000 more 
than in October 1948, according to the Na- 
tional Industrial Conference Board. Civil- 
ian employment, however, the Board 
points out, was at 59 million—down 1.1 
million from the preceding year. This was 
the fifth successive month in which em- 
ployment was at a level below the same 
month a year earlier. 

The Board also notes that the total of 
unemployed was 3.6 million, or 1.9 mil- 
lion above 1948. 


“Miss Joyce - | don’t want to see 
anyone else today! Is that clear?” 





How: the Controller 
Can Help 


(Continued from Page 12) 


ter—but has there been a real challenge 
of alternative methods ? 

Let us turn now to some of the prob- 
lems of setting selling prices in a period 
of curtailment. 

Attention should first be directed to 
the cost estimating procedures used as a 
basis for establishing selling prices. This 
function is often outside the controller's 
department. Frequently the accounting 
and cost policies used for estimating pur- 
poses differ in significant detail from 
those used for maintaining the books and 
records and for the preparation of man- 
agement reports. Such a condition, if it 
exists, can lead to much confusion and 
may be disastrous. 

I know of one situation where the 
president of a small company called in 
help to find out why they were losing 
money. The volume of business was 
fairly good, and each job was being esti- 
mated on a basis intended to yield a 
profit of from 10 to 20%. The estimates 
made use of current material costs, actual 
piecework rates of pay, and overhead 
rates computed by the accounting a ae 
ment which were supposed to absorb all 
overhead at the current volume of pro- 
duction. Yet the company was operating 
at a loss month after month, and every- 
one was receiving some of the blame— 
the accounting department in particular, 
because no one would believe their fig- 
ures. 

Investigation revealed several discrep- 
ancies. The most important resulted 
from differences in policy in the classi- 
fication of certain labor items as between 
direct labor and overhead for cost ac- 
counting purposes and for cost estimat- 
ing purposes. This meant that the direct 
labor base used in the application of 
overhead in the cost department was 
different from that used in the estimat- 
ing department. Numerous material 
usage losses were not considered in the 
cost estimates. 

The cost estimating procedure had 
not been too seriously challenged be- 
cause of a belief that customers would 
not permit any general increase in sell- 
ing prices. When the real facts were 
known, however, the president and his 
sales manager were able to secure some 
price increases. Corrections in the cost 
estimating procedure were primarily re- 
sponsible for eliminating operating 
losses in this instance. 

In a period of curtailment, when saies 


volume is disappearing, the old question 
about taking some business on a price 
basis that covers only direct costs and 
variable overhead inevitably arises. The 
theory is that certain fixed costs will be 
incurred in any event. Such a policy has 
considerable appeal to any company in 
difficulties, and there is generally a feel- 
ing that this pricing policy can be lim- 
ited to certain marginal business. 

If the effect could be limited to one 
company in an industry, such a policy 
might have more merit. What usually 
happens is this. When one company 
prices some of its products on this 
basis, others are forced to do the same, 
and soon the entire output of an indus- 
try may be priced on a basis which ex- 
cludes fixed overhead. As a result the 
entire industry may operate at a loss. 

This happened to many industries in 
the '30’s, and it is happening to some in- 
dustries today. A pricing policy which 
excludes any normal element of cost 
should certainly be approached with ex- 
treme caution, 


Baltimore-D.C. Controls 
to Hold Joint Meeting 

The Baltimore Control of the Control- 
lers Institute of America will play host to 
the District of Columbia Control at a din- 
ner meeting to be held January 25 in the 
Sheraton-Belvedere Hotel, Baltimore. 


Sales Aptitude Tests 
Being Widely Used 


Sales aptitude tests are being used by 
235 manufacturing concerns today for 
every 100 which used that method of se- 
lection in 1945, finds Professor J. Robert 
Hilgert, Ph.D., Associate Professor of 
Economics at Pennsylvania State College, 
following a survey of 200 concerns em- 
ploying salesmen. 

“Based on the comments received from 
the responding companies, which repre- 
sent a cross-section of industry,” said Pro- 
fessor Hilgert, “this great upsurge in the 
use of sales aptitude tests since the war is 
due primarily to three reasons: 

“(1) Selling is becoming increasingly 
difficult since the return of ‘the buyers’ 
market and better qualified sales repre- 
sentatives are needed. 

‘(2) There is growing recognition of 
the importance of screening sales person- 
nel because many salesmen are unable to 
sell successfully under increasingly com- 
petitive conditions. 

(3) The greater availability of more 
mature applicants, due to the graduation 
of GI's from college, enables sales ex- 
ecutives to raise the critical scores of pre- 
viously acceptable standards.” 

His latest findings, says Professor Hil- 
gert, will necessitate publication early in 
1950 of a revised edition of his 1949 ap- 
praisal. 





Ever figure what you're spending 
for office forms, stationery, envelopes, 
bulletins, shipping tags, etc? It runs into 


big money. 


You can easily save a big slice of 


these costs . . . in either of two ways. 


A Davidson Dual installed in your 
own office and operated by one of your 
employees will give you fine quality 
reproduction at substantial savings. In 
fact, it will quickly pay for itself through 
these savings. 

Or ... in the hands of your printer, 
this same unit will reduce the cost of 
work you buy from him and still give 
him his normal profit. 

These savings are being made by 
hundreds of businesses . . . and you can 
do the same. Get the facts. See your local 
Davidson Sales and Service Agency or 
write us. 

DAVIDSON MANUFACTURING CORPORATION - 
A Generation of Experience in the Manufac 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


FRANZ (#2649-1943) has 
Treasurer of The Yale & 
Towne Manufac- 
turing Com- 
pany, New York. 
Frep DUNNING 
(#330-1934), 
who has been 
Treasurer since 
1933, has turned 
over these duties 
so that he may 
devote full time 
to his increased 
responsibilities 
as Executive Vice 
President and Secretary. 

To accept his new post Mr. Franz re- 
signed as Comptroller of the Weather- 
head Company, Cleveland, with which 
he was associated for the past seven years. 
Previously he served with Ernst & Ernst, 
Cincinnati. Graduated from the Univer- 
sity of Cincinnati, Mr, Franz was later 
admitted to the Ohio Bar. In addition, 
he is a certified public accountant in Ohio 


ELMER F. 


been elected 


Connor-Geddes 


E. F. FRANZ 


Epwarp W. BuGe (#4367-1948) is 
now Controller of Bernardin Bottle Cap 
Company, Inc., Evansville, Ind. Mr. Buge 
previously served Stewart Motor Sales, 
Inc., Indianapolis, as Controller and As- 
sistant to the President 


Kart W. Bauer (#4682-1949) has 
been appointed Comptroller of the Banco 
Popular de Puerto Rico, San Juan, Puerto 
Rico, which he had been serving under 


the title of Auditor 


J. W. Tyson II (#2167-1942), Vice 
President of Eastern Gas and Fuel Asso- 
ciates, has transferred his offices from 
Pittsburgh to Boston and will coordinate 
the activities of Eastern’s treasurer's, ac 
counting, purchasing, and _ traffic depart- 
ments. In Pittsburgh Mr. Tyson headed 
up the Coal 
groups. He joined Eastern in 1934, was 
elected Vice President in 1944 


Division's various service 


THE CONTROLLER 


GEORGE HARRISON, JR. (#3828-1947) 
has resigned from his position as Con- 
troller of Chicle Development Company, 
New York, to enter the insurance firm of 
Harrison & Harrison, Tulsa, Okla. 


Ropert D. Hitt (#4000-1947) has 
been made Treasurer of Taylor-Wharton 
Iron and Steel Company, High Bridge, 
N. J. Mr. Hill's previous experience has 
been with Noma Electric Corporation, 
New York, The Union Switch and Signal 
Company, Pittsburgh, and with the Fed- 
eral Bureau of Investigation as special 
agent 


GeorGE W. KNox is now connected 
with the Virginia Metal Products Corpo- 
ration, Orange, Va., in the capacity of 
Assistant to the President. Mr. Knox 
(#3013-1944) was formerly Treasurer of 
The Lake City Malleable Co., Cleveland. 


WALTER B. GEROULD, Secretary-Con- 
troller of A. G. Spalding & Bros., Inc., 
Chicopee, Mass., 
participated in a 
panel discussion 
on Cutting Dis- 
tribution Costs” 
at the 308th 
meeting of the 
National Indus- 
trial Conference 
Board, held re- 
cently in New 
York. Mr. Ger- 
ould (#1891- 
1941) is a na- 
tional vice president of the Controllers 
Institute of America and a trustee of 
Controllership Foundation. 


W. B. GEROULD 


RoBERT E. JENSEN has been elected 
Controller of American Appraisal Com- 
pany, Milwaukee. Mr. Jensen had _for- 
merly been with General Electric Corp., 
serving for 15 years as Treasurer of the 
General Electric Pension Fund and Man- 
ager of the Pension Division. 
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D. M. VoITSBERGER (#2203-1942), 
Comptroller of The S. S. White Dental 
Manufacturing Co., Philadelphia, ad- 
dressed the management group at the re- 
cent annual meeting of the American 
Society of Mechanical Engineers on the 
subject, “Industrial Engineering—the Ob- 
ligation of Management to Control Costs— 
the Technical How.” 


F. P. JURASKA is now with the Chicago 
office of Montgomery Ward & Company 
as Assistant Controller—Maii Order. Mr. 
Juraska (#3976-1947), who was formerly 
with the Portland branch of Montgomery 
Ward, is succeeded as secretary of the 
Portland Control of the Controllers In- 
stitute by VERNON L. THOMAS (#3114- 
1944), Assistant Treasurer of Portland 
Traction Co. 


L. D. Coates, formerly Comptroller, 
has become Vice President of Birmingham 
Trust National Bank, Birmingham, Ala. 


WILLIAM V. VAUGHN has been named 
Vice President and Controller of Henke 
and Pillot, Inc., 

Houston, Texas, 

which he has 

been serving 

since 1943 in 

the capacity of 

Controller. Mr. 

Vaughn (#2995- 

1944) is a past 

president of the 

Houston Con- 

“a . ue trol of the Con- 

pa trollers Institute. 


J. NoRMAN LENNIE of Montreal has 
been appointed Comptroller of Canadian 
Pacific Steamships, succeeding JOHN GIL- 
FILLAN who died recently. For the past 
several months Mr. Lennie had been serv- 
ing as Assistant to the Comptroller of 
Canadian Pacific Railway; previously he 
was General Auditor of Canadian Pacific 
Air Lines. He joined Canadian Pacific in 
1929. 


FREDERIC M. HaDLey (#4083-1947), 
Treasurer of Eli Lilly & Company, In- 
dianapolis, has been named a new faculty 
associate of the Indiana University School 
of Business, under the faculty associate 
system, inaugurated in 1940, by which 
representative business men of the state 
of Indiana are appointed annually by the 
School of Business to act in a consulting 
capacity to the regular faculty and the 
students. 


HARRY HopGE (#3416-1945), Assist- 
ant to the President of Allen B. Wrisley 
Company, Chicago, presented a case study 
on “Control of Indirect Factory Costs”’ 
before a recent meeting of the Chicago 
Chapter of National Association of Cost 
Accountants. 





Murray MATHEWws has been elected 
Vice President and Comptroller of Del 
Monte Properties Company, Del Monte, 
Calif., while HENRY TIEDEMANN has 
been made Vice President and Treasurer. 
Mr. Tiedemann (#916-1937), who will 
continue as Treasurer, joined Pacific Im- 
provement Company, predecessor of the 
present Del Monte company, in Merced 
in 1911, in 1916 came to Del Monte as 
Auditor. He was named Treasurer in 
1925. 

Mr. Mathews (#582-1935) joined the 
company in 1916 in the Pacific Grove Of- 
fice of Pacific Improvement Company, in 
1925 became Auditor of Del Monte. In 
1947 he was made Comptroller of the 
Company, in which capacity he will con- 
tinue. 


CHARLES L. BusuH has been advanced 
to Controller of The Oliver Corporation's 
plant in South Bend, Ind. Mr. Bush is 
author of the article, ‘Short Cuts in Ana- 
lyzing Financial Policy,” which appeared 
in the August issue of THE CONTROLLER. 


C. W. Von DREELE (#2727-1943), 
formerly Secretary with North Star 
Woolen Mills Co., Minneapolis, is now 
connected with E. I. duPont de Nemours 
& Company, Wilmington, Del. 


ARTHUR B. BOLTE has been elected 
Controller of Pillsbury Mills, Inc. Mr. 
Bolte joined the company in 1937 as tax 
accountant, since 1945 has been director 
of budgetary control. 


WILLIAM T. CREED has been appointed 
Comptroller of the Eureka Williams Cor- 
poration, Bloom- 
ington, IIl., 
manufacturers of 
vacuum cleaners 
and oil heating 
equipment. Mr. 
Creed (#4620- 
1949) joined 
Eureka in 1948 
as Chief Cost 
Accountant, 
later becoming 
Chief Account- 
ant. Previously 
he was Controller of the Douglas Tool 
Company of Detroit and also served with 
the U. S. Rubber Company for eight years 
as Assistant to the Controller in the De- 
troit plant. 


W. T. CREED 


JOHN E. HEARST (#843-1936), Comp- 
troller of S. S. Kresge Company, Detroit, 
is scheduled to speak on ‘The Break- 
Even Point in Retailing’’ at the Control- 
lers’ Congress Session of the 39th an- 
nual N.R.D.G.A. Convention in New 
York January 9-13. Mr. Hearst is a past 
national director of the Controllers In- 
stitute of America and past president of 
the Detroit Control. 


GeorGE C. LYON (#4612-1949), for- 
merly Controller of Arms Textile Mfg. Co., 
Manchester, N. H., has been appointed 
Controller and Assistant to the President 
of Doehla Greetings Cards, Inc., Fitch- 
burg, Mass. 


GorDON Epwarps, for 13 years Comp- 
troller of the Midwestern District of Na- 
tional Dairy Products Corporation, Chi- 
cago, has been appointed Assistant Treas- 
urer of the Kraft Foods Company, Chi- 
cago. Mr. Edwards (#3016-1944) started 
work for National Dairy in 1927 with 
another division, Chevy Chase Dairy, 
Washington, D. C., and was transferred 
to the New York headquarters of Na- 
tional Dairy in 1935 prior to becoming 
Comptroller of the Midwestern District 
in 1936, 


WILLIAM H. BEEKHUIS, formerly As- 
sistant Comptroller and an economic 
counselor of the company, was recently 
elected Vice President of the Standard 


Oil Company of California. Mr. Beek- 
huis had acted as Secretary of Standard’s 
Executive Committee for several months 
prior to his new responsibilities. 


R. L. FEDERMAN (#4661-1949) has 
been elected Comptroller and Secretary 
of Northwest Bancorporation, Minne- 
apolis. A CPA (Minnesota) and member 
of the American Institute of Accountants 
and National Association of Cost Ac 
countants, Mr. Federman came to North- 
west Bancorporation in 1948 from Peat, 
Marwick, Mitchell & Company, where he 
was manager of the Minneapolis office 
and had been in charge of the Northwest 
audit since 1929. 


EDMUND LEONE, former Assistant Vice 


President of the Installment Loan De- 
partment of Manufacturers Trust Com 
pany, New York, has been appointed 
Auditor. Mr. Leone is a member of the 
New York Bar. 


R. G. SAPPENFIELD ($2448-1943) is 
the author of an article entitled “Juris 
prudence and the Crucifixion” which was 
published in the July-August issue of 
Case and Comment, a lawyers’ publication 
Mr. Sappenfield, member of the Geneva, 
Ill., bar, contributed an article on “‘Inte 
gration of Standard Cost and Material 
Control” to the February 1948 issue of 
THE CONTROLLER. He is President and 
Treasurer of Campana Corporation, Ba- 
tavia, Ill 


GeorGE R. Hit, formerly with Ly 
brand, Ross Bros. and Montgomery, has 
been appointed Controller of the Curtiss- 
Wright Corporation at Wood Ridge, N. J., 
succeeding the late RAYMOND L. Warp 
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SIGURD TRANMAL (#2851-1943) Is 
newly appointed Manager of Material 
Control of Stromberg-Carlson Company, 
Rochester. Mr. Tranmal was formerly 
with General Mills, Minneapolis, and 
came to Stromberg-Carlson from Distilla- 
tion Products, Inc., Rochester, where he 
was Controller. 


Vert L. Etuiotr (#341-1934), Con- 
troller of The Atlantic Refining Com- 
pany, Philadel- 
phia, addressed 
the Accounting 
Society at Villa- 
nova College, 
Villanova, Pa., 
on “Functions of 
a Controller.” 
Mr. Elliott is a 
past national 
president of the 
Controllers In- 
stitute of Amer- 
ica and is cur- 
rently serving as a trustee of Controller- 
ship Foundation. 


V. L. ELLIOTT 


RAYMOND F. Cores has been named 
General Manager of the Controllers Con- 
gress of the National Retail Dry Goods 
Association. Mr. Copes, who assumed his 
post December 1, is Controller of J. N. 
Adam & Company, Buffalo. 


VERNON W. KRAETSCH has been ap- 
pointed Assistant to the Comptroller of 
American Steel & Wire Co., Cleveland, 
Russet M. BRAUND (2655-1943). 


Roy C. MENZEL, Works Manager at 
the Los Angeles plant of General Metals 
Corporation, Oakland, Calif., has been 
promoted to Secretary and Treasurer of 
the corporation with headquarters at the 
Oakland plant. Mr. Menzel (#1228-1938) 
has been connected with General Metals 
for the past 25 years. 


GeorcE F, BARCLAY has been appointed 
Assistant Controller of the Mutual Life 
Insurance Company of New York and 
THEODORE J. DomBo has been named 
Supervisor of Accounting for the con 
troller’s department, according to an an- 
nouncement by J. McCatt HuGHEs 
(#3375-1945), Controller. At the same 
time it was announced that Frep L. Se!- 
FERT, Assistant Controller, who is eligible 
for retirement under the company’s se- 
curity plan, is leaving Mutual after 47 
years of service. 


J. R. Mutvey (#2334-1942), Assist- 
ant Comptroller of Humble Oil & Re 
fining Company, Houston, Texas, has 
been named vice chairman of the national 
Committee on Finance and Accounting of 
the American Petroleum Institute. Mr 
Mulvey, vice president of the Controllers 
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Institute of America, as well as past presi- 
dent of the Houston Control, authored 
an article in the August issue of TH: 
CONTROLLER entitled “$ for $ugges- 
tions 


PAUL Prikgst has been named Assistant 
Controller of Thompson Products, Inc., 
Cleveland. Mr. Priest joined the company 
in 1946 as Industrial Accountant in the 
Valve and Jet Division. More recently he 
Industrial Accountant in the 
Tapco Division 


served as 


Paut C. BuRANDT (#3352-1945) has 
accepted the position of Comptroller with 
the Western Popcorn Company, Atlantic, 
lowa 


THE CONTROLLER 


FRANK J. CarR (#29-1931), Control- 
ler of Mallinckrodt Chemical Works, St. 
Louis, Mo., authored an article on ‘“‘An- 
nual Reports” for the December 1949 is- 
sue of The Internal Auditor. Mr. Carr 
was a charter member of the Controllers 
Institute of America and its first presi- 
dent. 

PHILLIPS C. SALMAN (#3314-1945), 
Assistant Comptroller of Socony- Vacuum 
Oil Company, New York, also appeared 
in the same issue with an article on “The 
Internal Auditor’s Responsibility for Sys- 
tems and Procedures.” 


BEN R. LEE, recently made Controller 
of Hearn Department Stores, Inc., New 
York, has been elected Treasurer. He will 
continue as Controller of the firm. 


O. P. Beretr (#3975-1947) has be- 
come Controller of Grand Industries, 
Inc., Cleveland. Mr. Bereit was formerly 
associated with The Parker Appliance 
Company, Cleveland, as Treasurer and 
Comptroller. 


PETER Guy Evans (#2260-1942), 
member of the Excess Profits Tax Coun- 
cil, Treasury Department, Washimgton, 
D. C., addressed the Bridgeport Control 
of the Controllers Institute 2 America on 


“Federal Tax Highlights.” 


GEORGE V. FORTUNE (#2552-1943) 
has joined the American Foreign Insur- 
ance Association, New York, as Control- 
ler. Some of his previous experience in- 
cludes foreign service with American 
Smelting and Refining Company, Treas- 
urer and Controller of Standard Textile 
Products Company. Mr. Fortune was fep- 
resented in the September issue of THE 
CONTROLLER with an article entitled 
“Uniformity of Accounts as an Aid to 
Budgetary Forecasting.” 


JoHN A. SeGuR, who has been asso- 
ciated with Riegel Paper Corporation, 
New York 1947, has been ap- 
pointed Controller of the company. 


since 


B. E. Nopop, formerly Comptroller, is 
now Vice President and Comptroller of 
the American National Bank & Trust 
Company, Mobile, Ala. 


T. W. Bryant, General Controller for 
finance and accounting of The Cuneo 
Press, Inc., Chicago, was recently pre- 
sented with a pin representing 25 years as 
a member of the National Association of 
Cost Accountants. Mr. Bryant had pre- 
viously addressed the Chicago and South 
Bend chapters of the N.A.C.A. on the 
subject, ““Controllership and its Cost 
Functions.” Mr. Bryant (#255-1933) is a 
national director of the Controllers Insti- 
tute of America. 
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EDMUND BACKMAN (#3761-1946) has 
joined the Treasurer’s Department of Na- 
tional Casket Company, Inc., Boston. Mr. 
Backman formerly served as Secretary of 
Glenwood Range Co., Taunton, Mass. 


WittiaM A. HENNEGAN’ (#3772- 
1946), Auditor of The Pennsylvania 
Company, Philadelphia, since 1930, has 
been appointed to the post of Assistant 
Treasurer of the City of Philadelphia. 
Mr. Hennegan, who is 65, retired as Audi- 
tor of his bank last month. Entering the 
banking business in 1919 as an employe 
of The People’s Bank, Philadelphia, Mr. 
Hennegan in 1924 became Auditor of 
The People’s Bank & Trust Co. Three 
years later, after a merger, he was named 
Comptroller of the Colonial Trust Co. 
When that bank was merged with The 
Pennsylvania Company in 1930, he be- 
came Auditor of the latter company. 


R. W. WASHBURN has changed his 
business connection from Comptroller of 
the American Bosch Corp., Springfield, 
Mass., to Executive Vice President of As- 
sociated Engineers, Inc., Springfield (and 
Worcester). Mr. Washburn ($3814- 
1946) is also Vice President and Direc- 
tor of Albany Designing, Inc., Albany, 
N: ¥. 


LEONARD P. GROVES, who served Fed- 
eral Trust Company, Newark, N. J., as 
Treasurer, is now Vice President. 





Obituary 





B. P. Izard (#$3505-1945), Louisiana 
Auditor of Southern Bell Telephone & 
Telegraph Company, New Orleans, 
passed away October 12 of a heart attack. 
He was 46. 

Mr. Izard started his career with South- 
ern Bell in the Plant Department in Jack- 
son, Miss., in 1925 after graduating from 
the University of Mississippi. In 1928 he 
was transferred to the Accounting De- 
partment as tax clerk. The following year 
he went to the General Office in Atlanta, 
Ga., where he served in various capacities 
in the Accounting Department. 

In 1937 Mr. Izard was appointed 
Mississippi Auditor of Disbursements in 
Jackson, where he remained until he was 
transferred to Jacksonville, Fla., as Flor- 
ida Auditor of Disbursements in 1939. 
Later that same year he was made Geor- 
gia Auditor in Atlanta. In 1948 he was 
transferred to New Orleans. 

Mr. Izard was a member of the Con- 
trollers Institute of America, serving as 
president of the Atlanta Control 1946-47. 

Surviving are his wife, Mrs. Lena Iz- 
ard, and a daughter, Mrs. James M. Parks, 
Jr., of Jacksonville, Fla. 





1948 Labeled 
Transition Period 


Treasury financing in the fiscal year 
ended on June 30 reflects the various 
changes which the economy has been un- 
dergoing, and the period marks a “year 
of transition,’ the Federal Reserve Bank 
of New York points out in a study of 
the year’s developments. The study, in- 
cluded in a recent issue of the bank's 
monthly Review, concludes that the Treas- 
ury “will find it necessary to resort to 
some deficit financing in fiscal 1950, un- 
less very substantial cuts can be made in 
contemplated federal expenditures.” 

The first half of the fiscal year 1949, 
the bank points out, was marked by rising 
corporate and personal income, personal 
saving, production, and consumption, 
while the turning point came in the first 
months of calendar 1949 as income, pro- 
duction, and consumption began to shrink 
as saving continued to increase. However, 
most of the government's income tax re- 
ceipts in the fiscal year were derived from 
the high caper and corporated incomes 
of calendar 1948, and thus were fairly 
well sustained. 

Federal expenditures are attuned more 
closely than receipts to the current eco- 
nomic changes, since various automatic 
“adjusters” of government spending be- 
come operative as such changes are mani- 
fest, the bank observes. Most important 
of these adjustment factors, it explains, 
is unemployment insurance, which causes 
federal expenditures to increase with only 
a short lag as unemployment rises. Also, 
old age benefit payments rise as lessened 
employment opportunities cause an in- 
crease in the number of older people 
drawing insurance benefits, whike the 
farm price-support program is an addi- 
tional element of ‘budgetary responsive- 
ness to changing economic conditions.” 

The Treasury finished the fiscal year 
1949 with a cash operating surplus of al- 
most $1 billion, and compared with the 
cash surplus of nearly $9 billion in fiscal 
1948, the 1949 surplus reflects not only 
the reduction in personal income tax rates 
but also the changed economic conditions. 
In spite of its small operating surplus, 
however, the Treasury paid off almost 
$5.3 billion of marketable debt during fis 
cal 1949, in net redemption of Treasury 
bills, certificates of indebtedness, notes 
and bonds. 

Government outgo increased from 
$36.5 billion in fiscal 1948 to $40.7 bil- 
lion in fiscal 1949, the bank continues 
The major changes, it observes, seem to 
have been in the ‘automatic adjusters” 
and in national defense, veterans’ expen- 
ditures and foreign aid. Among the “‘auto- 
matic adjusters” are increases in expendi- 
tures of $1.8 billion by the Commodity 
Credit Corporation and $500 million for 
unemployment and old age benefits. 


GAVEL PRESENTED TO FORMER BOARD CHAIRMAN 


GAVEL is presented to John H. MacDonald, Vice President of National Broad- 
casting Company, New York, and first chairman of the board of directors of the 
Controllers Institute of America, by Wm. Herbert Carr, Vice President and 
Treasurer of California Packing Corporation, San Francisco, and president of 
the Institute. Looking on are (left) K. Y. Siddall, Comptroller of The Procter & 
Gamble Company, Cincinnati, current board chairman of the Institute, and 
(right) Theodore F. Gloisten, Controller of The American Home Magazine Cor- 
poration, New York, current president of the New York City Control. 

Presentation of the gavel—similar to that tendered Mr. MacDonald’s successor, 
Christian E. Jarchow, Vice President and Comptroller of International Harvester 
Company, Chicago, as retiring board chairman of the Institute, during the 
course of the Institute’s 1949 Annual Meeting in San Francisco, which Mr. Mac- 
Donald was unable to attend—took place at the December 1 meeting of the 
New York City Control. 
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Readers of the notices printed below are in- 
dividually responsible for determining the value 
of the person available or of the position open. 


Copy DEADLINE 


Tenth of month preceding publication 





Positions Wanted 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: twelve years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
ot top Management group, and five years 
of public accounting experience as super- 
Practical experience 1n- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re 
developing, analyzing 


Vising senior. 


duction programs ; 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 45. 
Salary $15,000-$18,000. Address: Box 
763, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Standard Costs—Budgetary Control 


Institute member available—account- 
ant-industrial engineer with more than 
twenty years practical experience with 
standard budgetary control—au- 
thor of technical bulletins, books, and 
contributor to the new Handbook on 
Cost Accounting Methods. More than 
ten years in controllership positions. Ad- 
dress: Box 948, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N. Y 


costs, 


Controller—Assistant Controller 


Institute member desires 


controller, 


position as 
controller, or other 
financial officer. He is Profit Conscious. 
He is accustomed to increasing profits in 
manufac turing concerns by analysis ot Op- 
erations and development of financial 
controls, cost systems procedures, effec- 
tive human relations, tax savings and bet 
ter methods which give immediate data 


assistant 


THE CONTROLLER... 


needed by executives responsible for 
sales, manufacturing and financial policy. 
He is presently employed, college trained, 
45 years old, married and has three de- 
pendents. Address: Box 987, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller—Administrator— 
Executive Assistant 

General accountant and executive as- 
sistant, college graduate (B.B.A.), age 
43, offers twenty-two years of diversified 
experience in the industrial and manufac- 
turing fields, functioning on top manage- 
ment levels. Broad experience in general 
accounting, financial statements, budget- 
ing, internal auditing, credits and collec- 
tions, office management, statistics, pay- 
roll and taxes, material and production 
schedules and costs, inventory controls, 
office and factory forms, manuals of pro- 
cedure, Remington Rand punched card 
tabulating systems, industrial relations, 
and insurance coverage. Address: Box 
989, THE CONTROLLER, One East Forty- 

Second Street, New York 17, N. Y. 


Controller 


Institute member presently employed 
seeks position as controller, assistant con- 
troller, or other comparable position. 
Fourteen years of experience in manufac- 
turing accounting, of which five were as 
controller of company doing $20 million 
sales annually. Broad experience covering 
multi-plant operations, consolidated state- 
ments, standard costs, budgets, taxes, and 
modern machine accounting methods. 
University graduate in accounting, age 
35, married, two children. Address: Box 
992, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y 


Executive Accountant for Controller’s 
Staff 

Age 35, family, M.B.A. (Account- 

ing). Eleven years experience working 

with top management in manufactur- 


ing and engineering research. Practical 
experience includes preparation of pro 


cedure manuals; originating, revising 
and installing systems, budgets, and 
controls; administering all phases of 
government contracts. Proven record of 
effecting cost reductions; creating ef 
ficient co-ope rative service departments 
Address: Box 1000, THE CONTROLLER, 
One East Forty Second Street, New 
York 17, N.Y. 
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Comptroller—Assistant Comptroller— 
Executive 


Canadian Chartered Accountant pres- 
ently employed as comptroller desires 
position in the United States as comp- 
troller, assistant comptroller, or one 
with related responsibilities. Education, 
experience, ability, and personality are 
such as should qualify for duties and 
responsibilities in one of those posi- 
tions. Would prefer to locate in the 
Dallas-Fort Worth area, but would be 
prepared to locate anywhere in the 
United States. While a permanent posi- 
tion with a progressive firm is desirable, 
will accept a temporary assignment un- 
til such a position is available and will 
give all enquiries courtesy of a reply. 
Address: Box 1001, THE CONTROLLER, 
One East Forty-Second Street, New York 
7 NY. 


Assistant Controller—Executive 

Accountant 
Controllers Institute member. Thirteen 
controllership experience. Seven 
years public accounting. Thoroughly 
qualified in general and corporate ac- 
counting. Salary secondary. Married, age 
17. Excellent health. College trained. Ad- 
dress: Box 1010, THE CONTROLLER, One 
East Forty-Second Street, New York 17 
REY, 


years 


Controller—Treasurer 


Institute member presently employed 
as controller in a manufacturing com- 
pany. Experience includes supervision for 
national public accounting firm and seven 
years in present capacity as fully respon- 
sible for all accounting, cost, finances, 
taxes, budgets, incentives, insurance, and 
credits. University graduate in account- 
ing, uader 40, married, two children, free 
to relocate. Minimum salary $10,000. 
Address: Box 1011, THE CONTROLLER, 
One East Forty-Second Street, New York 
17,0. &. 


Controller—Treasurer 


I would like to contribute to an in- 
crease in your sales and profits and help 
you reduce unit costs. Exceptional record 
with nationally known companies. Certifi- 
cate in Accountancy and Business Ad- 
ministration. Address: Box 1012, THI 
CONTROLLER, One East -Forty-Second 
Street, New York 17, N. Y 


Controller—Financial Officer 


Presently officer-controller paper prod 
manufacturer and distributor with 
over 10,000 retail Fully inte- 
grated business: paper mill, photo-en- 


ucts 
outlets 





graving, color and offset printing, etc. 
Plants and subsidiaries located in several 
states and foreign countries. 

Prior experience sixteen years as execu- 
tive assistant to financial vice president 
multi-plant heavy manufacturer as top 
senior in international firm public ac- 
countants. Especially qualified organiza- 
tion procedures, taxes, budgets, S.E.C. 
matters and costs. Married, age 42, salary 
$15,000-$18,000. Address: Box 1013, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, N. Y. ~ 


Controller—Treasurer 

Institute member and CPA desires po 
sition as controller or treasurer. Offers 
twelve years of practical experience in the 
manufacturing and utility industries to- 
gether with eight years of public account- 
ing practice. Practical experience includes 
standard costs, federal and state taxes, 
operating and financial budgets, foreign 
exchange, multiple-plant operations, and 
internal auditing. University graduate, 
age 44 and married. Address: Box 1014, 
THE CONTROLLER, One East  Forty- 
Second Street, New York 17, N. Y. 


Executive Assistant—Treasurer— 
Controller 

Institute member desires new connec, 
tion requiring top executive ability. Back- 
ground covers twenty years of diversified 
experience with two employers. Past thir- 
teen years spent as active member of 
managerial group, while serving, for most 
of time, as controller of mid-western di- 
vision of large manufacturing corpora- 
tion. Broad knowledge of management 
techniques and functions, general ac- 
counting, cost accounting, systems, job 
evaluation, salary administration, etc., 
with special emphasis on the maintaining 
of proper ne (ps P relations. 
Age 39, married, excellent education, per- 
sonality and appearance. Salary $10,000- 
$12,000. Free to locate, but would prefer 
position in East. Immediately available 
Address: Box 1015, THE CONTROLLER, 
One East Forty-Second Street, New York 
i7, NU Y¥ 


Executive Tax Accountant— 
Tax Manager 

Young taxman secks opportunity at 
assistant controller level. Creative and 
flexible. Heavy general accounting and 
supervision. Costs of machinery manufac 
ture, engineering, heavy construction. For- 
eign subsidiary development. Systems and 
procedures, budgets, profit analyses, prop- 
erties. Now employed. Age 35, family, 
college graduate. Location: Northeast or 
Northwest. Ask for résumé. Address: Box 
1016, THE CONTROLLER, One East Forty 

Second Street, New York 17, N. Y. 


Assistant Controller 

Presently employed controller's staff of 
multi-plant organization. Seeking position 
as assistant controller or chief industrial 
accountant with a progressive organiza- 
tion desiring more effective control of 
manufacturing costs through the installa- 
tion and maintenance of a complete 
budgetary control system. Twelve years 
accounting experience include comprehen- 
sive knowledge of all components of a 
dynamic cost control program. Young, 


university accounting graduate. Available 


immediately, will relocate. Address: Box 
1017, THE CONTROLLER, One East Forty 
Second Street, New York 17, N. Y. 


Controller—Treasurer 

Executive Accountant 
A member of the Controllers Institute, 
until recently controller of a large corpo- 
ration, seeks a new position Employment 
history reflects stability and progress. 
Twenty-three years with two large, multi- 
plant manufacturing companies. Versed in 
corporate accounting, financial planning, 
office systems and procedures, costs, budg- 
ets, cost control and interpretation of re- 
sults for management. Heavy standard 
costs background. Will relocate. Address: 
Box 1018, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y 


Skilled-Unskilled Rates Show Little Change 
in 28 Years, Survey Shows 


Little change has taken place since 
1920 in the relationship of unskilled 
workers’ wage rates to those of skilled 
employes, according to an analysis of 
wage differentials by skill made by the 
National Industrial Board. 
During most of this period average earn 
ings of the skilled and unskilled in 25 
manufacturing industries have tended to 
“move up together.” However, in the last 
few years the unskilled have fared ‘‘a bit 
better’ than the skilled but not, it 
would seem, at the expense of the latter 


Conference 


group 

In 1920, the Board found, unskilled 
male workers earned $.529 an hour and 
skilled male workers, $.687. By 1933 the 
averages had dropped to $.401 ‘and $.550, 
respectively, but by 1948 they amounted 
to $1.227 and $1.567, respectively, after 
15 successive yearly increases. The corre 
sponding overall increases in the 28-year 


period were 132% and 128%, following 
a rather uneven pattern. 

In the 28 years surveyed, unskilled 
hourly earnings were usually about 3/4 
those of the skilled. Variations ‘have 
never been sharp,” with the low at 70.7% 
in 1925 and the high at 78.3% in 1948. 

Technological advance eliminating the 
less intricate jobs in a plant, drafting of 
non-essential workers, and the entrance of 
women workers in industry during the 
war years had ‘‘an obvious effect’ on the 
unskilled male forces. 

The money spread has been widening 
since 1934 when the skilled group earned 
16.4¢ more than the unskilled group, the 
Board notes. In 1948 the difference was 
34.0¢. The only exception occurred in the 
first postwar year (19 16) when a sharp 
cutback in hours, particularly among 
skilled workers, lowered overtime pay- 
ments proportionately and reduced the 
differential to 30.5¢. 
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Never has there been a time when 
EMPLOYEE BENEFITAND PEN- 
SION PLANS have occupied such a 
vitally important position in our eco- 
as they do 
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Mark Your Calendar! 
FORTHCOMING MEETINGS—CONTROLLERS INSTITUTE 
1950 
=. 


SOUTHERN CONFERENCE . . . MARCH 3-4 
Hotel Shamrock, Houston 


EASTERN CONFERENCE . 
Hotel Statler, Buffalo 


MIDWESTERN CONFERENCE . . . MAY 21-23 
Hotel Kentucky, Louisville 


PACIFIC COAST CONFERENCE . . . JUNE 2-3 
Ambassador Hotel, Los Angeles 


19TH ANNUAL MEETING . . . SEPTEMBER 17-20 
Edgewater Beach Hotel, Chicago 


THU FRI SAT 


. » APRIL 21-22 








Urge Curb on Federal Expenditures 
for Economic Stability 


Reduction or postponement of expendi- 
tures during the present fiscal year is 
urged upon the Federal Government in a 
statement on national policy issued by the 
Research and Policy Committee of the 
Committee for Economic Development. 

The statement, “Tax and Expenditure 
Policy for 1949,” was released by W. Wal- 
ter Williams, CED Chairman and Presi- 
dent of Continental, Inc., Seattle, and 
Philip D. Reed, Chairman of CED Re- 
search and Policy Committee and Chair- 
man of the Board of the General Electric 
Company. It was drafted by a subcommit- 
tee headed by J. Cameron Thomson, 
President of Northwest Bancorporation, 
Minneapolis, and is one of a series of 
national policy studies conducted by CED, 
a non-partisan, non profit organization. 

The expenditure proposals put before 
Congress, said the Committee, confront 
the country with the necessity for choos- 
ing among threv courses of action: 

1. To hold expenditures down, so that 
a moderate cash surplus would be yielded 


THE CONTROLLER 


by existing tax rates under conditions of 
high employment ; 

2. To allow expenditures to rise and 
to increase tax rates, so that tax revenue 
would cover the increased expenditures 
plus a moderate cash surplus at high em- 
ployment ; 

3. To allow expenditures to rise and 
not to increase tax rates, so that there 
would be at most a very small cash sur- 
plus and possibly a deficit even at high 
employment. 

“In the present situation the only ac- 
ceptable course to follow is to reduce ex- 
penditures,”” the Committee said, adding 
that if this effort fails, however, ‘‘Con- 
gress must assume responsibility for rais- 
ing taxes as the least dangerous of the 
other alternatives. 

“To increase taxes would be especially 
risky now in view of the present business 
uncertainty,” the Committee added. ‘To 
allow expenditures .o rise so far that 
existing taxes would! not yield a surplus 
at high employment would add to the 
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existing uncertainty. It would suggest an 
inability to manage our fiscal affairs.” 

The Committee's conclusion is that the 
costs of not curtailing expenditures are 
too high to pay, in terms of their effects 
upon the stability and efficiency of the 
American economy. 

Congress and the President have the 
responsibility for weighing these costs, 
the Committee continues. They cannot 
safely accept the position that because ex- 
penditure reduction is difficult the only 
choice lies between raising taxes and fore- 
going debt reduction. The course of least 
resistance may be to approve expenditure 
increases and not to raise taxes. 

However, if the effort to reduce ex- 
penditures finally fails, it is the Commit- 
tee’s feeling that Congress must assume 
responsibility for raising taxes as the 
least dangerous of the other alternatives. 
“In our judgment, however,” the Com- 
mittee declared, ‘‘a tax increase is not 
necessary because, barring unforeseen in- 
ternational developments, expenditures 
for the present fiscal year can be reduced.” 

The Committee further stated: 

1. ‘There is urgent need to control ex- 
penditures more effectively and to search 
for savings more vigorously, both through 
greater economy and postponement or 
curtailment of low-priority programs.” 

2. “Congress is not now adequately 
organized to do its part of the job. Its 
machinery is not onilleaue to a balancing 
of all the items on both sides of the 
budget against each other.” The Com- 
mittee believes that further implementa- 
tion of the Legislative Reorganization Act 
of 1946 would correct this. 

3. “Giving the President appropriate 
powers, with safeguards deemed neces- 
sary, to consolidate and reorganize the 
executive arm of Government would be 
a hopeful start’ toward eliminating the 
waste of “hundreds of millions—perhaps 
even billions—of dollars” eek ie the 
Hoover Commission's reports. 


“Yes, that’s true - my name is Charlie, but 
in the first place, I'm older than you, 
and furthermore...” 





With this UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE, each day’s work is 
completed and proved accurate each day. 


There is no need to worry about troublesome peak loads when 
you use this fast, simple, easy-to-operate Underwood Elliott 
Fisher Accounting Machine 

Work doesn’t pile up at the end of the month because the 
records are posted, balanced and automatically proved accu 
rate each day. 

Operators like the simplicity of the Underwood Elliott 
Fisher Machine. It has a standard Typewriter Keyboard 
electrified for fast, easy operation. There are only 10 numeral 


Underwood Corporation 


Adding Machines 
Ribbons 
New York 16, N. Y 


Accounting Machines Typewriters 


Carbon Paper 
Cne Park Avenue 
Underwood Limited, 135 Victoria Street, Toronto 1, Canada 


Sales and Service Everywhere € 


keys for all figure work. Balances and individual column 


totals—20 or more—-are computed automatically 


The Flat Writing Surface, an exclusive feature of Underwood 
Elliott Fisher Machines, facilitates form handling and saves 
operator’s time. Forms are inserted as quickly and easily as 
placing papers on your desk. And, the special Roll Carbon 
Paper feature eliminates the bother of handling loose sheets 
of messy carbon paper when posting to related records. 


You'll like the versatility of this machine, too. One machine 
can be used for several applications, such as Accounts Receiv- 
able, Accounts Payable, Payroll Records, etc. It will save time, 
trouble and money in the Accounting Department. For full 
details call your nearest Underwood Representative or mail 


the coupon today 


Underwood Corporation 
One Park Avenue 
New York 16, N. Y 


Please send me illustrated literature and full information about «he 


Underwood Elliott Fisher Accounting Machines. 
Name of Compan 

Your Name and Title 

Street Address 


City 





Have you a little office in your pillow ? 


Uneasy lies the head that wears a 
frown of worry over inventory. 

If inventory is too high, falling 
prices and steep carrying charges 
may eat up profits. If inventory 
drops too low, orders may be lost. 

To stay on the tightrope of Bal- 
anced Inventory, stocks on hand 
must be large enough to meet or- 
ders and small enough to minimize 
capital risks. Impossible? Not if a 
General Manager has the facts he 
needs in time. And that’s where 
McBee Keysort sheds some light 





For Keysort can report daily, at 

less cost than any other method... 

1, What is selling and what is not. 

2. What quantities are on hand, 
how long they've been there. 

3. What must be produced or pur- 


chased ... and how soon. 


Selling efficiency goes up when the 
General Manager can coordinate 
orders and sales pressure with in- 
ventory. He can with Keysort 
Production costs are controlled 
when the General Manager can 
adjust material, manpower, and 


machine requirements to current 
demand. He can do it with Keysort. 
Capital position is strengthened 
when daily Keysort control of all 
inventory facts reduces risks .. . 
with simple, inexpensive, flexible 
machines and methods that execu- 
tives in every field are using to save 
time, money, work and worry 
That's why McBee sales have 
multiplied sixfold in a few years. 
Your McBee man can tell you 
frankly if McBee can help you. 
Ask him to drop in. Or write us. 


4 O FAL O; 











This is the magic McBee Keysort card. THE M BEE COMP ANY \'f O 
~ 26] With your present personnel, without costly in- ( j 
stallations, McBee Keysort provides you with frrérs 
) accurate and useful management controls at peat: a4 QO} 
| less cost than any other system. When notched, | SL | 
the pre-coded holes along the edges make this X Se/ 
card mechanically articulate. They make it easy : ee 


Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenue, New York 17, N.Y. Offices in principal cities {2} 
The McBee Company, Ltd., 310 Spadina Ave., Toronto 2B, Ont., Can. 


to collect a wealth of data . . . chassify it. . . file 
it... find it... use it... quickly and accurately. 








